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nary examination nnd ·survey. "from deep water to Oyster, Va. t 

:<H. Doc. No. 209); to the Committee on Rivers and Harbors 
and ordered to be printed with illustration. 

5. A letter from the Commissioner of Patents, transmitting 
1 

the report of the bus1n"0ss of the Patent Office for the year 
ended December 31, 19)2 ( S. Doc. No. 946) ; to the Committee 
on Patents and ordered to be printed. 

CHANGE OF REFERENCE. 

Under clause 2 of Rule XXII, committees were discharged 
from the consideJ:ation 'Of th~ following bills, which '\\ere re­
ferred as follows : 

A bill {H. R. 941) granting a pension to Sarnh E. Dillon; 
tJommittee on Inv.a.lid Pensions discharged, and referred to the 
;Committee on Pensions. 

A bill (H. R. 4998' granting a pension to Thomas M. Oarew 
Birmingham; Committee cm P~nsions discharged, and referred 
to the Committee on Inrnlid Pensions. · 

PUBLIC BILLS, RESOLUTIO .... "S, .Af.c"'D MEMORIALS. 

Under clause 3 of Rule XXII, bills, resolutions, and memo­
rials ~ere introduced and se\ei·ally referred as folloWE: 

By l\!r. RAKER~ A bill (H. R. 7825) reappropriating and 
,mah"ing aY"aila:b1e for the fiscal year ending June 30, 1914, the 
unexpended balance of the 'IlPPi'ePriation of $15,000 for improve­
ments at Fort Bidwell School, in California, under the act of 
1August 24, 1:912; to the Committee on Appropriations. 

By Mr. KEATING: A ·bill (H. R. 7826} to provide for the 
'closing of barber shops in the District of Columbia on Sunday; 
to the Committee on the Di~trict of Col111Il'bia. 

By Mr. JOHNSON of Washington: Jo'int resolution (H. J. 
Res. 124) .requesting the Secretary of War to submit to Con­
gress a supplementary report on the project for th-e improve­
ment of the mouth of the Co1umbia Ri\-er; to the Committee on 
Rivers and Harbors. 

By Mr. DYER: Resolution (H. Res. 236) to print an original 
nrticle .read in the gen.eral session of tile Missouri State Medical 
'.:Association, at the fifty-sixth annual meeting, held at St. Louis, 
·~Iay 13 to 15, 1913 ; to the Committee on Printing. 

By Mr. ESCH.: Memorial of the Legislature of Wisconsin me­
morializing Congress to a.mend section .5219 of the Revised Stat­
utes of the United States, relating to the taxation by the se•­
eral States of shares or stock ill national banking .associations; 
to the Committee on Ways and Means. 

Also, memorial of the Legislature of Wisconsin memorializ­
ID.g Congress to adopt Senate joint resolution 131 and H. R. 
16808, introduced during the second session of the Sixty-second 
.Congress; to the Committee on the Judiciary. 

PRIVATE BILLS AND RESOLUTIONS. 

Under clause 1 of Rule XX.II. private bills and resolutions 
.were introduced and seyerally referred as follows: 

By Mr. BOWDLE: A bill (H. R. 'i'827) granting an increase 
Of pension to Theodore Elchlepp; to the Committee on Invali-0. 
Pensions. 

Also, a bill {H . . n.. 7828) gi.'R.Ilting an mcrease of pension to 
Anna l\Iary Huenemann; to the Committee on Invalid Pensions. 

Msa, a !:>ill (H. R. 7829) granting a ,Pension to l\lar:y Craig; 
to the Committee on Invalid Pensions: 

Also, -a bill (H. R. '1830) granting a pension to Emma Fox; 
to the Committee on Invalid P.ension . 

Also, a bill (H. R. 7831) granting a pension to Sarah A. 
Shinkle; to the Oommittee on Pensions. 

By Mr. DUPRE: A bill (H. R. 7832) granting an increase of 
~ension to Emily Waters; to the Committee on Invalid Pensions. 

By Mr. KIESS of Pennsylvania : A bill (H. R. 7833) granting 
an increase of pension to Sar.ah June Burroughs; to the Oom­
:ro:ittea on Inrnlid Pensions. 

PETITIONS, ETC. 

Under eluuse 1 of Rule XXII, petitions and papers were laid 
tm the Clerk' desk and referred as follows : 

By the SPEAKER (by request) : Petition of Local Union No. 
~ United Brotherhood of Carpenters and J" o:i.lli:!rs of America, 
nt Wheeling. W. Va., faY"oring n change in the present form of 
gOTernment; to the -Committee on the Judiciary. 

By Mr. ESCH: Petition of the Brotherhood of Loc-0moth-e 
{Firemen and Engiuemen, :at Peo1fa, IlL, fa-voting adeption of 
electri"c h-eadlights nnd safety ti.ppliances on road engines ,; to the 
Committee on Interstate and Foreign Commerce. 

-------- -

. By Mr. PETERS (by req_uest) : Petition of Central Committee 
of the Socialist Party, of Boston, M.ass., and the Boston Socialist 
Club with regard to Patrick Quinlan; to the Committee on the 
Judiciary. 

By Mr. RAKER: Papers to accompuny bill (H. R. 1514) for 
the relief of Bert Harris; to the 'Committee on Claims. 

Also, petition of the Y"oters of Pike, Cal., favoring Senate 
joint 1·esolution No.1, extending the right of suffrage to women; 
to the Committee on the Judiciary. 

SENATE. 
THURSDAY, August £8, 1913. 

The Senate met at 11 o'clock a. m. 
Prayer by the Chaplain, Rev. Forrest J. Prettyman, D. D. 

CALLING OF THE ROLL. 

l\Ir. SMO .. OT. Mr. President, I suggest the absence -of a 
quorum. 

The VICE PRESIDENT. The Secretary will call the roll. 
The Secretary called t.he roll, and the following Sena.tors 

answered to their names : 
Ashurst Hitchcock Oliver 
Bacon James Overman 
Borah Johnson -Owen 
Brady Jones Page 
Brandegee ~nyon Penrose 
Bristow · Kern Perkins 
Bryan La Follette Poindexter 
Catl·on Lea Pomerene 
Chilton Lipt>itt Reed 
Clapp ' Lodge Robinson 
Colt McCumber Root 
Craw.ford McLean Shafroth 
Commins Martin, Va. - .Sheppard 
.Dillingham Martine, N. J. Sherman 
Fall Mfe:r-s Shively 
Gallinger Norris Simmons 

Smith, Ariz. 
Smith, Ga. 
Smith, S. C. 
Smoot 
Sterling 
Stone 
Sutherland 
Thomas 
Thompson 
Townsend 
Vardaman 
~eeks 
Williams 
Works 

l\'Ir. McCUMBER. My colleague [1\1r. GnoNNA.] is necessarily 
absent. 

Mr_ SHEPPARD. My colleague, the senior Senator from 
Texas [Mr. CULBERSON], is unavoidably absent. He is paired 
with the Senator from Delaware [l\Ir. nu PONT]. This an­
nouncemen.t may stand f-Or the day. 

Mr. SMOOT. I .desire to announce that the senior Senator 
from Del.aware [Ur. nu PONT] and the junior Senator from 
Wisconsin [Mr. STEPHENSON] are detaine.d from the Senate on 
account of illness. 

Mr. GALLINGER. I make a similar announcement concern­
ing the junior Senator from Maine [1\Ir. BURLEIGH]. 

The VICE PRESIDID?\"T. Sixty-two Senators have answered 
to the roll call. There is a quorum present. The Secretary 
will read the Journal of the proceedings of .the preceding day~ 

THE JOURNAL. 

The Journal of yesterday's proceedings was read and approved. 

MEMORIALS. 

Ur. OLIVER presented a memorial of the directors and 
officers of the First National Bank of · Swissvale, Pa., remon­
strating .against the enactment of legislation to provide for the 
establishment of Federal rese.n-e banks, tor furnishing elastic 
currency, affording means of rediscounting commercial paper, 
and to establish a more effective supervision of banking in the 
United States, and for other _purposes, which was referred to 
the Committee on Banking and Currency. · 

Mr. ROOT presented a memorial of the De Laval Separator 
Co., of Poughkeepsie, N. Y., and of the Iowa Dairy Separator 
Co., of Waterloo, Iowa, remonstrating against the placing of 
centrifugal cream separators on the free list, W"hich wns 
ordered to lie on the table. 

BILLS INTRODUCED. 

Bills were introduced, read the first time, and, by unanimous 
consent, the second time, and referred as follows : 

B,y Mr. McLEAN: 
A bill ( S. 3056) granting an incr•ease of pension to Annie .M. 

.Johnson (with accompanying papers) ; to the Committee on 
Pensions. 

By Mr. LEA (by request): 
A bill (S. 3057) for .the adjudication and determin:l.tion of 

the claims ari£ing under joint .resolution of July 14, 1 70, 
authorizing rthe Postmaster General to <:ontinue in use in the 
pestal service Marcus P. Norton's combined postmarking and 
stamp-canceling hand- tamp patents or -othenyise; to the Com­
mittee on Claims. 
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AMENDMENT TO THE TARIFF n:ILL. 

~Ir. HITCHCOCK. I desire to ask for a reprint as cor­
rected of the amendment whicp. I offered on yester·day provid­
ing for the taxation of trusts, by striking out, on page·2, line 2:t, 
the wo1·ds "a year." The reprint is rendered necessary on ac­
count of the typographical error. 

The VICE PRESIDE:NT. The amendment will lie on the 
table and will be reprinted as corrected at the request of the 
Senator from Nebra ka. 

NATIOXAL CONSERVATION EXPOSITION, KNOXDI.LE, TENN. 

Mr. LEA submitted the following resolution (S. Res. 175), 
which was referred to the Committee on Industrial Expositions: 
Whereas the National Conservation Exposition is to be held at Knox­

ville, Tenn., from September 1, 1913, to October 31, 1913, inclusive ; 
and _ . 

Whereas. this exposition has for its purpose the emphasizing of the 
necessity for conservation of all natural resources of the country and 
the study of the best .methods of forwarding this movement· and . 

Whereas the officers of the said National Conservation Expositio11 have 
requested the honor of the presence of· Members · of the Senate of the 
United States at some time during said exposition, to• be designated 
by the Senate: Therefore be it . 
Resolr;ed, That the President of the Senate be empowered to appoint 

a committee of seven Members which will accept this invitation on the 
part of the Senate and visit said exposition at some time to be agreed 
upon between the members of said committee and the president of the 
exposition. 

SUTI.TECT INDEX TO CONGRESSIONAL RECORD. 

Mr. LE.A submitted the following resolution (S. Res. 176), 
which "as referred to the Committee on the Library: 

Resoli:ed, That the Committee on the Library be empowered and di­
rected to cause to be made a subject index of the contents of the CoN­
GRESSIOXAL REconD, in the nature of a digest reference of the speeches, 
debates, and subjects introduced into the RECORD, to be supplementary 
to the present form of index, to begin with the Sixty-second. Congress 
n.nd go back Congress by Congress to the beginning of the publication 
of the RECORD. to be printed for use as each Congres~ is completed. 
The index shall be by subjects, with the names of the Senators or Rep­
resentatives who are the authors attached to each reference. 

1.'hat they shall also cause to be made and maintained a current sub­
ject index to begin with the Sixty-third Congress and go forward, to be 
in addition to the present form of index. 

That the committee shall employ for constructing such subject index 
a capable man with expert knowledge of public affairs and intellbrent 
conception of the subject matter of legislation and discussion in Con­
;!"Tess. who shall, when so selected, become an official employee of the 
Senate and go upon its rolls and be paid $3,600 per year for his services. 

That the subject indexer be furnished a suitable room or rooms, in 
the Capitol or elsewhere, furnished or equipped for his work and cared 
for, and be shall be entitled to a credit of $200 per year in the sta­
tionery room of the Senate for office stationery and supplies. 

PEP.SONAL EXPLANAT:ON. 

Ur. POINDEXTER. Mr. President, I rise to a question of 
personal privilege. I send to the Secretary' i;; G.esk: a~d ask to 
ba>e read a publication which recently ap 1eared in a news­
paper published in tt.e city of S~attle, in the State of Wash­
ington. 

The YICE PRESIDENT. The Secretary will read as re­
quested. 

The Secretary read as follows : 
rOIKDEXTER CLA..."'IT CLUTTERS PUBLIC OF7ICE PAY ROLL-ALLEGED FRIEND 

OF THE PEOPLE GRABS ALL PATRONAGE FOR RELATIVES-TAKES CARE OF 
VIRGINIA-FAl\IILY ALSO GETS FAT PRICE FROM GOVER!OIE~T FOR ESTATE 
I~ SOUTH-WASHINGTON SENATOR SOO"N" AFTER BUYS IMPOSING HOME 
IN CAPITAL-GETTING VERY GOOD FOR THE POI~DEXTERS. 

The Progressive Senator from Washington. MILES roINDEXTER, a sup­
porter of conservation, unloads Virginia mountain land owned by his 
family on the Forest Service for $30,000. 

He bays an imposing home in Washington following this sale. 
l'ODIDEXTER has no appointments for party supporters in bis own 

State, but has put three brothers, one son, six cousins, and the wife 
of a seventh cousin on the Federal pay roll since he entered Congress. 

These relatives are: 
Ernest Poindexter. 
William Poindexter. 
Fielding L. Poindexter. 
Gale Poindexter. 
Eugene Poindexter. 
Carlton D. Poindexter. 
Robe1·t II. Poindexter. 
Maj. Jefferson D. Poindexter. 
Mrs. Anna L. Poindexter. 
--- --- Poindexter. 
Samuel J. Graham. 
The unnamed Poindexter is on the navy-yard pay roll at Washing­

ton. D. C., and the son, Gale Poindexter, ls a midshipman at Annapolis. 
The first three named are brothers of the Progressive Senator, the 

fourth is his son, and the seven last are cousins. 
:Mr. POINDEXTER. 1\fr. President, this is the first time in 

more than four years' service in Congress that I have risen to a 
question of personal privilege. In general, it is not a good prac­
tice to speak of one's private and personal affairs in public, for 
two reasons. First, it is an imposition on the public which has to 
listen, and, second, it is an embarrassment to the individual wh1,se 
priYate affairs are exposed to the public gaze. I would not have 
done so in this case, but for the fact that this libelous publication 
has been printed and reprinted throughout the Nation, and on ac­
couRt of its specific and circumstantial statements seems to receive 

more credence than · such_ publications usua!Jy · m·eet ·with. ·Fur­
thermore, it i1n·olves a nlJmber of other people besides myself; 
who are outraged by the false statements made ccncernin"' them 
and who are .·entitled to ham the matter corrected. Tbcre is 
also another reason, the more important one, pel'lrnps, nnruely, 
that the honor of this great tribunal is itself concerned in the 
conduct of every 1\Iember of it. If tile matte1· has been ca1led 
to your attention you are entitled to know all the facts concern­
ing i-t. I have too great a respect for tile Senate of the United 
States even to pretend that I ·am indifferent to an attack upon 
the integrity or even the propriety of my conduct here . . 

I have not asked that the entire article be read, as it is some­
what lengthy, but what bas been read covers the essential 
points. The publication states that I have secured Goyernrnent 
positions for 11 rel&tives, whose names are gi>en, as follows: 
Ernest Poindexter, William Poindexter, Fielding L. Poindexter 
Gale Poindexter, Eugene Poindexter, Carlton D. Poindexter'. 
Robert H. Poindexter, Maj. Jefferson D. Poindexter, l\Irs. Anna 
L. Poindexter,---. --- Poindexter, Samuel J. Grahnm. . 

The truth is that I do not know Eugene Poindexter, Robert II. 
Poindexter, Maj. Jefferson D. Poindexter, Mrs. Anna L. Poin­
dexter, or --- --- Poindexter. I have never had any 
correspondence with them or with anyone on their behalf, an<l. 
never heard of them until ·my attention was called to the llUb­
lication referred to. I do not know whether they are holding 
Government positions or not. If they are holding such positions 
I had nothing whatever, directly or indirectly, to do witll the 
same. . 

Of the others named-Ernest Poindexter, Fielding L. Poin­
dexter, and Samuel J. Graham-Ernest PoinJexter does not 
hold any Government position, and, as far as I am aware, never 
has held any, except that in 1900 he assisted in taking the Fed­
eral census at Walla Walla, Wash., which employment fasted 
for a few weeks. 
· Fielding L. Poindexter is a first lieutenant, retired, in the 
United States Army. He was appointed second lieutenant nfter 
serving as a private in the Oregon Volunteers in the war in 
the Philippine Islands. He was highly commended for rnlun­
tarily exposing himself under fire in a special duty. After re­
turning to this country and many years before I was a Member 
of Congress, and on account of the strong recommendations of 
his superior officers, be was commissioned a ::econd lieutenant, 
and was later promoted first lieutenant and reti :·ed. Since then 
he has at various times been employed in active service JS mili­
tary instructor in certain schools and ·as recr\1iting officer at 
different points, and acted in both of these capacities long be­
fore I became a M~mber of Congress. 

Samuel J. Graham is a distant cousin· of mine, but does not 
owe his appointment to me in any sense whatever. His home is 
in Pittsburgh, Pa. He was the leader of the Wilsor: forces in 
the primary campaign in westeru Pennsylvania, and lat~r was 
one of the Wilson managers on the floor of the Baltimore con­
vention. He is a gentleman of excellent character and a lawyer 
of ability. He owes his position to his own standing and to the 
support of influential Members of Congress from rennsyl rnnia 
and many other States. 

Carlton D. Poindexter I have had some correspondence with, 
and received a call from him on one occasion in this city. He 
lives in West Virginia, and is not a relative of mine unless it be 
that some centuries back we may. have had a common ancestor. 
He had a clerkship under the Isthmian Canal Commission, 
which, I believe, was in the classified service and was given to 
him under the rules of that service after an examination. My 

·impression is that he gave up the position some years ago, 
although I am not sure as to that. 

Gale Poindexter is my son. I notice the charge is made that 
when appointed to Annapolis be was accredited to the State of 
Washington. In view of the fact that he was born in the State 
of Washington and has lived there all his life, he being now 20 
years of age, I know of no reason why he should not be ac­
credited to that . State. His mother was born and has lived: all 
of her life in the State of Washington; his grandfather, Thomas 
Page, lived in Walla Walla and did his full share as a leader in 
peace and war to hold and develop that great valley; his great­
grandfatber, Joseph Gale, was a member of the first executivo 
committee which governed the Oregon colony. Joseph Gnle 
built the first ship ft.at was constructed on the Pacific coast 
and navigated it from the Columbia River to San Francieco, 
where he exchanged it for cattle, which he brought back to the 
Willamette Valley. He was .one of the great free spirits whose 
genius and ccurage put the.Oregon .colony on a i:mbEtantial foot­
ing and laid the foundations for · four Commonwealths of the 

. Union. He was .one of the noted "mountain .i;nen" who, a I ways 
pressing forward. carried civilization inland from the Wi1la- , 
mette Valley. Nevertheless the publication referred to · ir:ti­
mates that his great-grandson, Gale, is an h'.ien t~ that° la11d. 
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I think the editor .of the publication has been in ;the State two 
years and, of course, may have some superior claims upon· the 
State. This vicious libeler· has liyec.1 two y'ea-1:s in '!.tho State of 
Washington and thinks lle has now been there long enough to 
be the arbiter as to wto should. and -who ~hould not be accred­
ited to ·:.le Eta te. A short time ago this _ editor conducted a 
Democratic paper in this city, whence he went direct to conduct 
n. standpat R~publican paper in Seattle. - He was ·a · complEte 
failure, for a reason indicated by his name--B0i1e-more Bene 
than otherwise, too much Bone. A failure else <lere, he will be 
a failure in Seattle. We have come upon degenerate times and 
customs in some respects, but we h:rre not yet l'ecome so who.lly 
corrupt that a man without regard for truth or justice can 
make a perP1anent success in the newspaper business. · 

It seems to b·e claimed that my son should not have been 
appointed to Annapolis at all. I was not aware that young men 
in this country were barred absolutely the Qpportunity of 
service in the Army or Navy because their fathers were in 
Congress. Perhaps, however, that is the case according to the 
very high standards -of the newspaper referred to. My" under­
standing has always been in regard to this and other similar 
matters, tl;lat the proper rule is that all should be treated alike; 
that there should be no favor or discrimination one . way or 
the other. I think myself that discrimination one way would 
be as bad as the other way. 

I .-did not appoint my son to Annapolis. He was appointed 
by llepresentative WILLIAM L. LA ~OLLETTE, however, at my 
and my son's suggestion and request. I suppose, however, that 
Representative LA FOLLETTE would not nave appointed .him 
except that in his judgment the appointment was proper and 
fair. At any rate, it was passed upon and acted upon not by 
myself but by Representative LA FoLLE'ITE, and it was for the 
very reason that I desired it to be so that I did not make the 
appointment myself. It is also true that at the same time, at 
Representative LA FoLLETTE's request, I appointed Earl Cham­
bers .. of Spokane, to the West Point Military Academy. In 
this I also acted upon my own judgment as to the propriety 
of the appointment. In fact, as the record will show, I had 
prev_iously appointed Earl Chambei·s to Annapolis, and he had 
failed in the entrance examinations, and could not be appointed 
to Annapolis by Representative LA FOLLETTE, because ·he had 
passed the age limit for admission to that academy. I was so 
impressed, however, with his perseverance and excellent char­
acter and disposition that I was glad, not only on Represent­
ati•e LA FoLLETTE's request but on my own account, to give 
him the appointment to West Point. 

I believe the only other person mentioned in the list of 11 
" nepotes" by the paper referred to is my brother, William 
Poinilcxter, and out of the 11 persons named this is the only 
one in regard to whom the allegation is true. I did appoint him 
to a position in the folding room of the Senate, and he filled the 
position ·for some time and did tlle work required, although 
recently he has been · compelled by ill health to be absent, and is 
now in a hospital. · 

The malice of the paper referred to is indicated by its repeti­
tion of the false statement after it had been informed of its 
utter falsity. In fact, the original publication shows on its 
face that the editor knew it to be false at the time it was pub­
lished. For instance, it lists l\faj. Jefferson D. Poindexter as 
one of the horde of relatives for whom it alleges I have ob­
tained appointments, yet in the same article is the admission that 
the said l\1aj. ·Jefferson D. Poindexter-whom I do not . know­
" entered the Government service without aid from the Pro­
gressive Senator." 

If there is any Senator in this body who can say that I have 
ever requested his support for a relative of mine for office, I 
would ask him to state it now or hereafter, so that it may be 
printed in the llEconn, where Mr. Bone can read it. I do not 
recall any such request. · 

In the same article there is an insinuation that I had some 
corrupt connection with the sale to the Government of lands 
in Virginia in which I was interested. This is as utterly false 
as the statements referred to above. Of course, with the vin­
dictiveness of this paper, if there is any record or proof to 
support their allegation that I "unloaded Virginia mountain land 
on the Forest Service," they will produce it. They have not 
produced it, because no such fact exists: -The sale referred to 

In the search of this editor for misconduct I am charged also 
with the crime of buying a house. It is true that I have 
bought a small house at a modest price. Not a dollar of the 
money from the sale of the. Ander~on . land in Virginia was 
invested in this house, for the yery good reason, as · stated 
above, that my interest in it was long before assigned to per­
sons in the State of Washington, the details of which can easily 
be produced, if necessary. · 

I will state, in addition, that I have never spoken or written 
a word to any Government official in regard to that sale. I only 
had a very slight interest in it-I think a forty-second interest. 

If this editor had broadened the scope of his investigation, he 
would have found that in my disreputable career this is not the 
only offense of this kind I have committed, but that at other 
_times and places, in the last quarter of a century, in different 
States, both before and since I became a Member of Congress, I 
have been guilty of buying houses and paying on those in the 
State of Washington my share of the exorbitant taxes which the 
political ring, of which this newspaper is the principal exponent, 
has imposed upon the people of my State. 

The article which the Clerk has read is a criminal libel. Its 
malice is demonstrated by its repetition in the same paper, and 
by enlargements upon it in the most offensive form of which 
petty vindictiveness is capable. It is of the same class of 
weapons in common use by the criminal interests by which this 
interest-serving paper is controlled and in which it is a common 
partner. It is in the same class as murder by the robber syndi­
cate of Alaska, kidnaping and assassination with dynamite and 
pistol by the franc11ise grabbers of San Francisco, and the 
bribery of judges and packing of juries in Uie State of Wash­
ington by the same railroad company which supplied the money 
for the purchase of this paper from its former owners. This 
ring and the interests they represent seem to want to make this 
a war of extermination. I often wonder if they imagine that in 
such a war they will be the ones who will survive. There ca:i;i 
be only one kind of liberty in this cofmtry, and that is liberty 
subject to a.nd regulated by law. It is singular that the pro­
prietors of these property interests can not see that when they 
leave that safe highway there is no other way by which they 
may be saved. When they pack juries and corrupt elections, 
as they have done so Often, they are sti;iking at the foundations 
of their own castle. When they institute a war of frauil and 
slander and take up the torch and stiletto of the Mafia and 
Camorra they can not complain when : he evil day comes. 

It is said that incendiary i:peeches, denouncing the flag and 
the law, were made recently b Seattle by orators of the so­
called I. W. W.'s. Forthwith, in order to cure the I. W. W.'s of 
incendiarism and teach them to respect the law a.nd honor the 
flag, a mob broke into the I. W. W.'s rooms and made a bon­
fire of their property. The mob was led by United States sailors 
and incited by the same type of paper of whicl:. I am speaking. 
It was a fine . example of obedience to law and respect for the 
flag. Of course it will ·have the sarae beneficent effect that a~l 
such object lessons have. HoweYer, if I were leading or inciting 
the game of torches I should want to be sure that I lived myself 
in an asbestos house. " They who Ii ve by the sword shall die 
by the sword." · 

It is our good fortune, however, to have our habitation in a 
land where public opinion is sovereign and just. We are mem· 
bers of a people who ha>e decreed in th&ir hearts that the law 
shall be supreme; that there st.all be no discrimination as to 
persons, whether the disturber of the peace be a thieving cor­
poration, an I. W. W. wind jammer, an incendiary mob, or a 
libelous newspaper. The ignorant and poverty-stricken alien 
who talks lawlessness should be punished, but for every year of 
his incarceration the bandits of big business aac their literary 
prostitutes, like this man Bone, who act lliwlessness, ·should 
serve 10 years in prison. A hired criminal libe~er is in the 
sc_me class as a hired murderer. Nothing wo1Ild do this country 
more good to-day than that they :md those who hire them should 
have a chance to learn what che flag really represents as it 
waves over a penitentiary in which they are confined at hard 
labor: Their present course illustrates that perfectly familiar 
but yet quaintly curious wise saying, " Whom the Gods would 
destroy they first make mad.'' ' 

TIIE TARIFF. 

was of a portion of the estate of my grandfather, Judge Francis Mr. SIMMONS. I ask unanimous consent that the Senate 
T. Anderson, in Rockbridge ' County, Va. It was negotiated proceed to the consideration of House bill 3321. 
with the Forest Service by the executor of the estate, my uncle, There being no objection, the Senate, as in Committee of the 
Hon. ·wmiam 'A. Anderson, of ·Lexington, Va. I did not sug- Whole, resumed the consideration of the bill (H. R. 3321) to 
gest it to him, and had absolutely no connection with the matter reduce tariff duties and to provide revenue .for the Go>emment, 
from beginllibg to · end. I had· originaHy a. slight interest in and for other purposes. 
the land sold; ' but 'long before the sale had assigned . that The VICE PRESIDENT. The question is on the amendment 
interest. ' ' pro_posed by the Senator from Wisconsin [Mr. LA FoLLEj'TE]. 
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Mr. LA FOLLETTE. On that I ask fot~ the yeas and nays, 
Mr. Pre ident. 

The yeas and nays were ordered. 
Mr. ASHURST. 1\Ir. Pre lden.t, I ask that the pending ques­

tion may be stated. 
The VICE PRESIDENT. The Secretary will state the 

amendment proposed by the Senator from Wisconsin, which is 
the pending question. 

The SECRETARY. The amendinent is to strike out all after the 
word " exceeds " in line 19, page 165, all of lines 20 and 21, 
page 165, down to and including "$100,000," in line 31 page 166, 
and insert in lieu there-Of the following: " $10,000 and does not 
exceed $20,000, and 1! per cent per annum upon the amount by 
which the t<>tal net income exceeds $20,000 and does not exceed 
$30,000, and 2 per cent per annum upon the amount by whlch 
the total net income exceeds $30,000 and does not exceed $40,000, 
and 2! _per -cent per .annlllll u_pon the amount by which the total 
net income exceeds $4-0,000 and does not ~xceed $50,000, and 3 
per cent per annum upon the am-0unt by which the total net 
income exceeds $50,000 and does not exceed $60,000, and 4 per 
cent per amium upon the amomrt by wh-ich the total net income 
exceeds 60,000 but does not exceed $70,000, and 5 per cent per 
annum upon the a.mount by whieh the total net income exceeds 
$70,009 but does not -exceed $80f000, and 6 per cent per annum 
upon the amount by which the total net income exceeds $80,000 
but does not exceed $90,000, and 7 per cent per annttm. upon the 
amount by which the total net income exceeds $90,000 l>ut does 

'not exceed 100,000, and 10 per cent per annum upo.n the ammmt 
by which the t<>tal net income exceeds. $100,000." 

Mr. SIMMONS. I suggest the absenee of a quorum, Mr. 
President. 

The VICE PRESIDENT. The absence of a -quorum being 
sug(J'-estea, the Secretary will eall the roll. 

The· 'Secretary <ealled the 'roll, 11.nd the following Senators 
answered to their names : 
'Ashurst Ga:Hinger · Norris 
Bacon Hollis Oliver 
Borah Hughes O>erman 
Bradley James Page 
Brady .Johnson Pe-nrose 
Bran decree Kenyon Perkins 
Bristow Kern Poindexter 
Bryan La Follette Pomerene 
Catron Lea Ransden 
Chilton Lippitt Reed 
Clapp Lodge Robinson 
Colt Mccumber Root 
Crawford Mc.Lean Saulsbury 
Cummins Martin, Va. Shafroth 
Dillingham Myers .Sheppard 
Fall Nel on Sherman 

Shively 
Simmons 
Smith, Ariz. 
S.mi th, Ga. 
Smoot 
Sterling 
Sutherland 
Thomas 
Thompon 
Towru;end 
Vardaman 
Walsh 
Weeks 
Williams. 

Mr. RANSDELL. I wish to announce th.at my colleague, the 
senior Senator f.rom Louisiana [Mr. THORNTON], is unavoidably 
absent on impo.rta.nt business. I ask that this announcement 
stand for the day. 

The VICE PRESIDENT. Sixty-two Senators have answered 
the roll call. Th-ere is a quorum present The question is on 
the amendment proposed by the· Senator from Wisconsin [Mr. 
1LA. FOLLETTE], on which the yeas and nays have been ordered. 
The Secretary wiTI call the roll. 

The Secretary proceeded to call the rolL 
l\1r. ASHURST (when his name was called). Mr. President, 

I have been n.ssured 'by leading members of the Finance Com­
mittee that the necessary alteration wrn ·- . made in the present 
condition of the bill, so that incomes O\ ~L· $100,000 a year wt1.l 
be taxed properly. I vote "nay." 

l\fr. WILLIA.MS. Mr. President, I do not know that I under­
stood the Senator. 

Mr. LA FOLLETTE. The roil call is proceeding, as I under-
atand. 

The VICE. PRESIDENT. The roll call is proceeding. 
Mr. WILLIA.MS. If the Senator from Arizona w::is ·m order, 

fl am. 
:Mr. PENROSE und other Senators. Regular order I 
1\fr. WILLIAMS. I simply desire to say that nobody had a 

right to gi"ve such assurance. 
Mr. CHILTON {when his name was called). I have a gen­

eral pair with the junior Senator from Maryland [Mr. JACK­
SON], which I transfer to the junior Senator from Tennessee 
[Mr. SHIELDS] and will "V"Ote. I vote "nay." 

1\Ir. DILLINGHAM (when his name was called). I have a 
general pair with the senior Senator from .Maryland [Mr. 
SMITH]. As he is absent this morning, I withhold my -vote. 

l\Ir. McCmIBER (when Mr. G:iroNNA's name was called). 
My colleague is necessarily absent. He has a pair with the 
junior Senator from illinois [Mr. LEWIS]. I will allow this 
announcement to stand for all votes during the day. 

Mr. McCUMBER (when his name was called). I have a gen­
eral pair with the ·senior Senato1· from Nevada [Mr. NEW­
LANDS]. .As he is absent, I will withhold my vote .. 

Mr. OLIVER '(when b1s name wus ·c~Ued). I fat\ a general 
pair with the senior enn.tor from Oregon [Mr. HAliBER!/ .IN]. 
.As he iS ab ·eut, ' and not 1.11owing how he would \Ote if present, 
I withhold my \Ote. 

Mr. REED (when his name was called). I hnv a pair with 
the seBio.r Senator ·from Michigan [Mr. SMITH] , which I tran -
fer to the junior Senator trom Oklahoma [Ur. GoBE] and will 
vote. I Wish to be permitted to say that I am voting under 
the impression and belief, which is very firm with me, that this 
matter will be further considered and will c-0me up again 
Under those circumstances I vote " nay." ' 

Mr. TOWNSEND .(whai the name of Mr. SMITH of Michigan 
was called). The senior Senator from Michigan is ab ent from 
the Senate on important business. He is paired with the junior 
Senator from Missouri [Mr. REED]. I desire to ha\e this 
announcement stand for the day. • 

Mr. SUTHERLAND (when his name was called). I under­
stand the senior Senator from Arknnsas [Mr. CLARKE] is not 
present. I have a pair with that Senator and the-ref.ore with­
hold my vote. 

Mr. THOM.AS (when his name was cailed) . I have a O'en­
eral pair with the senior Senator from Ohlo [Mr. BURT~N], 
which I transfer to the -senior -Senator from Louisiana [Mr. 
THORNTON] and will vote. I vote " nay!' 

Mr. THOMPSON (when his name was caned) . With the 
assuran~e that I have recei"ved--

Mr. GALLINGER. Mr. President, debate is not in order. 
SEVER.AL SENATORS. Regular order! 
Mr. THOMPSON. I vote "nay." 
Mr. PERKINS (when th~ name of Mr. W01nrs wa called)". 

My colleague [Mr. WoRKs] .is temporarily absent on official busi­
ness. If he were present, he would vote H yea." 

Th-e roll call was concluded. 
Mr. SAULSBURY. I am requested to annolmce that both 

Senators from Oregon [Mx. CHAMBERLAIN and Mr. LANE] are 
absent on official business. . 

1\fr. STONE. I transfer the general pair I have with the 
senior Senator from Wyoming [Mr. CLARK] to the senior Sena­
tor from Nebraska [Mr. HITCHCOCK] and will vote. I . ·rnte 
"nay." 

Mr. SMOOT. I am requested to annolmce that the senior 
Senator from Washington [Mr. JoNEs] has been called from 
the Chamber on account of public business. If he were pres­
ent, he would vote "yea." 

Mr. FLETCHER. I am paired with the junior Senator from 
Wyoming [Mr. WARBEN]. I tran.sfa- that pair to the junior 
Senator from Oregon [Mr. LANE] and will vote.. I vote ' nay." 

Ur. GALLINGER (after having Yoted in the negative). I 
inquire if the junior Senator from New York IMr. O'GoRM.AN] 
has voted? 

The VICEl PRESIDENT. He has not. 
Mr. GALLINGER. I have a general pair with tha.t Senator. 

I tr:insfer that pair to the junior Sena.for from Maine [l\'Ir. 
BURLEIGH] and will allow my vote to stand. 

I have been reque ted to announce pairs between the senior 
Sena.tor from Delaware [Mr. nu PONT] and the senior enator 
from Texas [Mr. CULBERSON], the junior Senator from West 
Virginia [Mr. GoFF] and the Senator from .Alabama [Mr. 
BANKHEAD], and the junior Senator from Wisconsin [.Mr. 
STEPHENSON] and the senior Senator from South Carolina [Mr. 
TILLMAN]. ,, 

Th.e result was :mnounced-yeas 17, nnys 43, as "follows: 

Borah 
Brady 
I3ristow 
Clapp 
.Crawford 

Ashurst 
Ba eon 
B.randegee 
Bi.·3•an. 
Cah·on 
Chilton 

olt 
Fall 
Fletcher 
Gall'inger 
Hollis 

Cummins 
Kenyon 
La Follette 
Nelson 
Non-is 

YEAS-17.· 
Page 
Perkins 
Poindexter 
Sherman 
Sta."ling 

N.!.YS-43. 
Hughes Owen 
James Penrose 
Johnson Pomei-ene 
Kern Ransdell . 
Lea Reed 
Lippitt Robinson 
Lodge Root 
l\!tl.e:tn aulsbnry 
Martin, Ya. Shafroth 
Myer Sheppard 
Overman Shively 

NOT vOTIN0-.35. 
Bankhead du ront · MeCumber 
.Bradley Got!'. Martin . N. J. 
Burleigh G<>re New lands 
Burton Gronna O'Gorman 
Chillnberlain Hitchcock Oliver 
Cbrk, Wyo. Jackson Pittman 
Clarke, Ark. Jones Shield 
Culberson Lane mith, Md. 
Dillingham Lewis Smith, Mich. 

Townsend 
Vard:llll11..Il 

Simmons 
Smith, Ariz. 
Smith, Ga. 
Smoot 
Stone 
Thomas 
Tbomp on 
Walsh 
Weeks 
Williams 

Smith, -S. C. 
Stephenson. 
Sntherla.n.d 
Swanson 
Tb.-ornton 
Tillm n 
Warren 
Works 

So Mr. LA. FoLLETTE's amendment was rejected. 



l ' 

1913. - CONGRESSIONAL R.ECORD-· SENATE. ~l831 

Mr. IlilISTOW. :Mr. President, I offer an amendment, which 
I ~end to the desk. 

The VICE PRESIDENT. The amendment wm be stated. 
The SECRETARY. The Senator from Kansas [Mr. BRISTOW] 

offers the following amendment : 
On page 165, in line 6, before the figure " 1," insert " i of," and in 

line 18, before the figure " l," insert " ?.! of" ; in line 19 strike out 
" . ·20,000" and insert in lieu thereof " $10 000 " ; in line 20 strike but 
" 50,000 " and insert in lieu thereof " $20,000," and strike out the 
fig ure " 2" and insert in lieu thereof the figure " 1." 

On pa"e 166, in line 1, strike out "$50,000" and insert in lieu 
thereof ,?~20,000," strike out "$100,000" arrd insert in lieu thereof 
" $30,000,' and strike out the figure " 3 " and insert in lieu thereof 
" i~ " ; in line 3 strike oat " $100,000 " and the period and insert ln 
lieu thereof " $30,000 and does not exceed $40,000, and 2 per cent per 
annum upon the amount by which the total net income exceeds $40,000 
and does not exceed $50,000, and 2~ per cent per annum upon the 
amount by which the total net income exceeds $50,000 and does not 
exceed $60,000, and 3 per cent per annum upon the amount by which 
the total net income exceeds $60,000 and does not exceed $70,000, and 
3 ~ per cent per annum upon the amount by which the total net income 
exceeds $70,000 and does not exceed $80,000, and 4 per cent per annum 
upon the amount by which the total net income exceeds $80,000 and 
does not exceed $90,000, and 4~ per cent per annum upon the amount 
by which the total net income exceeds $90,000 and does not exceed 
$100,000, and 5 per cent per annum upon the amount by which the 
total net income exceeds $100,000." 

Mr. BRISTOW. l\fr. President, on yesterday I offered an 
amendment providing for a graduated scale, adding 1 per cent 
add.itional tax for each additional $10,000 of income, making the 
total tax 10 per cent on an income of $100,000. Objection was 
made to that by the Senator from Mississippi [Mr. WILLIAMS], 
in charge of this part of the bill, upon the ground that it would 
provide too much revenue, thereby giving us more money than 
is needed. To meet that objection, I have prepared an amend­
ment which starts with one-half of 1 per cent on less than 

10,000, and then adds, as ~n additional rate, one-half of 1 per 
cent for each additional $10,000 of income until $100,000 is 
reached, when the tax becomes 5 per cent, and all o-rer $100,000 
is taxed at 5 per cent. 

This would bring in approximately the same revenue as the 
provision in the bill. It is not as much money as I think we 
ought to raise from incomes. The tax is not as high as I think 
it ought to be, but it is higher on the large incomes than the 
pre ent bill provides. 

Mr. GALLINGER. Mr. President--
The VICE PRESIDENT. Does the Senator from Kansas 

yield to the Senator from New Hampshire? 
Mr. BRISTOW. I do. 
Mr. GALLINGER. Do I understand the Senator to say that 

the aggregate amount collected under the provisions of this 
amendment would be approximately the same as that collected 
under the bill itself? 

1\Ir. BRISTOW. Yes. 
l\Ir. GALLINGER. The only difference being that there is a 

larger percentage assessed on the large incomes? 
Mr. BRISTOW. And a smaller percentage on the small 

incomes. 
l\fr. LODGE. It is better proportioned. 
Mr. BRISTOW. Yes; it is better proportioned. 
To illustrate: On an income of $10,000 the tax under this 

amendment will be $35, while under the bill it will be $70; on 
an income of $20,000, under my amendment it will be $135, 
while under the bill it will be $170; on $30,000, under my 
amendment it will be $285 and under the bill $370 ; on $40,000, 
under my amendment it will be $485 and under the bill $570; 
on $50,000, under my amendment it will be $735 and under the 
bill $770; on $60,000, under my amendment it will be $1,035 and 
under the bill $1,070; on $70,000, under my amendment it will 
be $1 385 and under the bill $1,370; on $80,000, under my amend­
ment it will be $1,785 and under the bill $1,670; on $90,000, 
under my amendment it will be $2,235, while under the bill it 
will be $1,970; on $100,000, under my amendment it will be 
$2,735, while under the bill it will be $2,270. Under my amend­
ment it will be 5 per cent on all incomes over $100,000. while 
under the bill it will be 4 per cent on an incomes o>er $100,000. 
As nearly as can be e timated, I think that the gross collection 
under this nmendment will be about the same as under the bill. 

Mr. SUTIIEilLAND. l\lr. President-­
Mr. BRISTOW. I yield to the Senator. 
Mr. SUTHERLAND. I call the attention of the Senator 

from Kansas to the fact, which he very well understands, that 
the number of incomes of $10,000 and Jess will be very much 
greater than those above that amount. I wish to ask the Sena­
tor whether he lrns taken that into consideration in making 
his estimn te? 

::\Ir. BHISTOW. I ham. 
~Ir. SUTHER LA.ND. If tlle Senn tor will permit, it seemed 

to me, as I listened to the figures the Senntor gave, that the 
amount of the assessI;JJent under his proposed amendme.nt is not 

as much as the amount proposed by the pending bill until we 
reach the income of something over $40,000--

Mr. BRISTOW. Yes; $60,000. 
Mr. SUTHERLAND. Sixty thousand dollars, which woultl 

cause me to think that probably his amendme.!lt would not pro­
duce as much revenue as the proposed amendment of the com­
mittee. 

Mr. BRISTOW. Of course, it is impossible to tell, but the 
committee estimates that the large collection under the com­
mittee bill will be on the incomes ranging from $50,000 up. 
Under the estimate of the committee the incomes from $100,000 
to $250,000 will bring $11,650,000, and the largest collection that 
will be made will be on incomes of more than $100,000.· 

l\Ir. SUTHERL.Al~D. and l\Ir. BORAH addressed the Chair. 
The VICE PRESIDENT. Does the Senator from Kansas 

yield, and to whom? 
Mr. BRISTOW. I yield first to the Senator from Utah. 
Mr. SUTHERLAND. I was going to make one other sug­

gestion. 
Mr. BRI STOW. There will be just as · much money coilected 

under this amendment as under the law as proposed if any 
reliance whatever can be made upon the committee estimate 
as to the size of the income which will pay the greater amount 
of the tax. 

l\Ir. SUTHERLAND. As I understand thls amendment, if it 
will raise as much revenue as that proposed by the committee 
I intend to support it, because I think it is a very much better 
arrangement than that proposed by the committee. A.s I said 
yesterday in speaking about the former amendment proposed 
by the Senator from Kansas, I think the proposition of the 
committee is altogether unscientific; the gap between $50,000 
and $100,000 is too large a gap to make in arranging the gradu­
ated scale. 

I was going to suggest to the Senator from Kansas whether 
it would not be better if he would begin his assessment at half 
of 1 per cent on incomes between $1,500 and $5,000, 1 per cent 
between $5,000 and $10,000, and then on up. 

Mr. BRISTOW. I did not want. to inject that element of dis­
cussion into this amendment. It is a separate proposition as 
to whether we are assessing a tax on low enough incomes. 
That is a different proposition from the graduation of the tax 
that is assessed, and there is a wide difference of opinion among 
those who favor an income tax as to the amount of exemptions. 
I did not want to involve that question in this amendment. 

Mr. SUTHERLAND. Then I make this suggestion to the 
Senator, in order that it may be certain that there will be as 
much revenue r aised by this proposed amendment as under the 
bill : Would the Senator object to making the initial figure 1 
per cent instead of half of 1 per cent, and then going up by 
steps of half a cent each time until we reach the $100,000 
income. whlch would be taxed at the rate of 5! per cent? 

Mr. BRISTOW. I could not favor that because that taxes 
the man with less than $10,000 at a higher rate than the man 
with more than $10,000. I do not think that we ought to put a 
la'rger percent of tax on the man with the lower income. 

Mr. SUTHERLAND. It puts a higher tax all the way up the 
line. 

l\Ir. BRISTOW. But I have all that worked out. If I do that 
I will meet with the same objection that I met with yesterday 
in the first amendment, because that will raise a good deal 
more money than the present bill will raise. If you take that, 
then the assessment on $100,000 would be $32,020, which would 
be an right, and it would be $70 on the $10,000 man, and it 
would raise a good deal more money than the bill as it is 
presented to us. 

To satisfy Senators that this amendment will raise as much 
revenue as the bill as proposed I want to cull attention to the 
estimate given in the report. It is estimated that on incomes 
above $50,000 there will be $45,000,000 collected out of the 
$70.000,000. The estimate of the committee is that there will 
be $25,000,000 co1lected on incomes less than $50,000 under the 
committee rates and $45,000,000 will be collected on incomes 
above $50,000. On every income of less than $50,000 I have 
reduced the rate. On most of the incomes above $50,000 I have 
increased the rate. The committee estimate here that $35,-
000,000, or half of the re-venue from this income tax, ~will be 
collected from parties whose income is more than $100,000 per 
annum. If half of it is collected on incomes of more than 
$100,000 per annum on all those incomes, I add one additional 
per cent, making it 5 per <?ent instead of ·4 per cent. · 

l\fr. BRISTOW subsequently said: I ask permission to hm·e 
incorporated in my remarks a table showing the amount lllat 
would be paid on each one of the divisions suggested in the 
amendment I offered. 
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The PRTIJSIDING OFFICElt (Mr-~ S:u:rnr of Geo·rgia hl: the 
chair). Is there- anr obj'ection? The Chair hears· none, and. it 
will be so ordered. 

The table referred to is as f oIIows-: 
Ta:JJ on incomes ro $1VO,OOO. 

Incomes. 

ID:: si8:~ ~ l2R~ee~\+~ P0i-C0iii::i j}er C:6iii:::::.:::::: 
From 520,000 tP 530,000 at t+l per cent-1! per cent ..... ··- .. 
From $30,000 to 40,000 at t+l! per cent=2 per cent ..•........ 
From $40,000 to 550,000 at t+?-Jlerc"Snt=-2; per cent .. -- -~-- ~- ­
From $50,000 to $60,000 at ~+ ~ per cent= 3 per cent ... -· .... ~­
From $00,000 to S70,000 at-t+3 per cent=3} per cent ..•••.••... 
From $70,000 to $80,000 at ~-!-3~ per cent=4 per cent ..••••..... 
From $80,000 to !90,.000 at; tt4° pm·· cent=>4'i per cent ..•........ 
From $90,000 to $100,000 at ~4! per cent=5 per cent .. ·- ••.•. ~ 

Revenue R'evenne· 
collected collected 
on maxi--- on maxi-

mum mum 
amount amount 

each each. 
division.I diruion.2 

$35. 
135 
285 
485 
735. 

r 035 
1:385 
1,785 
~235 
2,735 

$70 
170 
370 
570 
770 

1,070 
1J 370 
1670 
?, 970 
2-,270 

i Proposed amendment. 2 C'ornmittoo falT. 

Mr. BORAH. Mr. President--
The VICE PRESIDENT. Does the Senutorr from. Kansas 

yield to the SenatoI" from Idaho? 
Mr. BRISTOW. r do. 
.1\Ir. BORAH- I am not going· m suggest. to the Senator to 

aruend his an:rendment and I am going- to "Vote for it, but I 
want it under.stood tliat in doing so I do it as a concession to a 
situation. r am thoroughly of the opinion that when. a man 
Tu.as an income of· $20,000 there- ought to be a different rate­
established from that which the amendment provides for. We 
must rememb"e::r: that in computing an income for tb:e purpose­
of a normal taY there should be- allowed as deductions;. accord­
ing to the amendment ot the committee-

First, the necessary exp-en es uctuully paid in ca,n-y,ing. 6n any busi­
ne s, not including pe.i:sonal, li:ving, or family expenses ; second, all 
interest paid witliiu- fhe year by a tll:Xaole person on indebtedness ; 
thj.rd, al national, S'ta-te, county:; scehoof,- < nd1. municipal: taxes p:lid 
within.. the yem~, noi: includirr,, those assessed aga.i11 t . laca1 benefits; 
fourth, Io:s es nctna1ly· sustained. durfn~ tlie year, fucurretr in trade or 
arising from fl.res, stoTIDs,. or · sllfpwr-eck, and not compeusa:tefl for- tiy 
insurance 01· otherwise ; f(ftb, debts. due to the. ta~yeJ; actuallJ asc:eY­
tained to· be-- wortlrle:s · and" charged off within the year ; sixth, a " rea.so.n­
a ble al1owance, fo1· the. exhaustion~ wear, and tear of property arising: out 
of. its use. en·· employment in. the business, not to excee'd, in the· case of· 
mines. 5 per cent of t1le- gros~ -value at the mlne of. the ou.t:pnt fur the 
yea1• for which the· eumputation is made. 

l\fr. President~ w:ben :rou get a net income of $20,000 with 
tho e exemptions: andr e.xceptiong. you hn.."\'."e a vast estate. behind 
you. 

Mr: O ~n.IIN-S-. ~fr. President--
The VICE PRESIDENT.- Docs the- Senator from Kan.<m..s 

yield ta the Senn.tac :from Iowa? 
Mr. BRISTOW. I do. 
.Mr. CUl\L"\fINS. I will say in regurd· to what has- just been 

mentioned by theo Sena.fol! from Idi.1ho r suppose'· we must as­
sume.. that' these deductions will fimilly recei"ve the approval of 
a majority of the Senate. Bnt I desire to say now that in- so 
fnr as I a:m concerned I shall insist that some of them ought 
not to be made;. and wll.en we reach that part of the bill I 
intend. to offer ::m1endments which will change tlie 6fIT in that 
respect. There are- s-em~ of these. deduc.tions: whkh- obmu.sly 
oui:;ht not to b~ mn:de:- in aseerta.ining net incomes. 

l\Ir:. BORAH. Ur. Fresident, the deductions will likely lin..ve · 
the same- vJac~ in tlrn bill afte1~ we get through as· what we 
find at present in the bill with reference to the rates. 

l\Ir. CUl\fl\IINS I am afr:lid. that is true, but I did not want 
it to be· assumed so far as I am. concerned that I be.He\e the' 
committee reached the r:ight eonclusfon with regard to these, 
deductions. 

l\lr. BRISTOW. !\fr~ President, referring to the statement 
of the Senator. from Idaho [l\.fr. BoRAH], I agree with him. I 
do not think this tax is higll enough. We tried yesterday to get 
an amendment thl'lt le-vied a higher tax than this.. The amend­
ment I offered yesterday imposed a tax. of $270 on a man. 
with an income of $20,000-I think a reasonable tax,. certafofy 
not excessive-and the amendment went up by steps until a 
mnn. who has :m income of. more than ~10<J,ooo· was assessed 
a little over $5,000 a year. I think that amendment should 
hn ,.e been adopted, !Jut it was defeated by the Senate by a very 
large majority. 

The Senator from. Wisconsin [Ur. LA FoLLE'l'TE] offered an1 
amendment here this morning that has been \oted upon and 
which bas. been oefeated. That rate was slightly fess cm tfie 
smaller incomes than that which I offered yesterda;Y, m1d it 
h as been defented. 

---

. . Tli.e aorg:mnent" rnade yesterday, and the only argument prac­
tically against my amendment. was that it would raise too 
much money. t do n.ot think. it would, but I meet thnt argu­
ment by- offering- an amendment whicli gmduat it and makes 
the amount on an income of mme· than $100~000 pay a larger~ 
p~r·· cent o~ the· ~~ in. provortio11 thn.n the· bill at present pro­
vides- ow these- lllComes. Where we collect, according to this 
estimate, a1wro'Xima.tely li.alf on incomes of over '1'100,000 this 
amendment of mine· would levy a tax of 5 per .cent, 1 per cent 
more· than the committee proposes-. On the smaller incomes it 
levies a. less- t:u: It grnduates it, I . think, ilI a. bette:i; way. A 
man: who e ineome is: a million dollars will'1my a O'ood deal more 
tax un<fer this- amendment than unde.i' the pro"\'ision of the 
S"en.ate committee., and I think he ought to Day:- more. It does 
not jump from $50,000 to $1.00;000, but it goes up $10.000 at a 
step and adds one-half per cent for en.eh step until we reach 
$100,000. 

l\.fr: GALLI1TGER. Will tlle Senator pa"lllit me? 
l\.fr-. BRISTOW. I yield to the Senn.tor from N-ew H.ampshire: 
Mr. G.A.LL~GEn. Ur. President, r voted against tile amend­

ment that the Senator from Kansas offered, as· well as a.o-n.:inst 
the amendment the Senator from Wlsconsin offered for reasons 
entirely satisfactory to myself. It seems to me that the amend­
ment: now offered by the Sen.a.tor from Kansas is a very ·ise 
one,, provided he fs satisti:ed it will r·:lise :is much· re\'enue as 
the- provision. in. tlie 6ill. 

If I had my- way about it, I would i.nc.rease the rate for the 
lower snJ:Urie to three-f ou.rths ot 1 per cent in place· of one. 
ha.If ot 1.. per cent. making it quite certain that we would get 
more money from the large class· of ta.:s:payers who wm pay on 
smaller .. amounts". But, however' tlmt m:ry be, I am SO' impressed · 
witlI. the idea my elf" that the enormously rich men can well 
afford to pay a: larger amount' thn:n is provided in the-bill under 
consideration I have brought myself to the view that I cn.n 
properly and safely vote for the amendment the Sena.tor has 
proposed. 

Mt:. BRISTOW~ Ileply.ing- to the Senator from New Hamp­
shh·e-, I will.. say that tlie estimate of the· committee i that on 
the small incomes of less than $10,000 tlle c0Ilections1 will be 
only about $6,000,000. Under the 1 per cent on. incomes le s 
than $10,000 the committee. estimates that at that rate the 
re:v-en.u-e wilr aggregate only about $6',000,000--

1\Ir. GALLINGER. I hadl not Io-okect at the r~eport, and I a:m 
quite surprised to note that that is the. estimate, Deen.use F had 
gu-pposed it Wruf vary much larger. 

~fr'. BRISTOW. While the committee- estimn.tes that on the 
incomes from $50,0t)O to $100,000 there will be collected $11,-
560,000, and between $100,000 and $250,000 they estlmn.te· $11,-
650,000. So on the incomes from which we are to receive tlle 
1arg~ returnS" this amendme:n.t of mine. incr.en.ses: the rate. I 
think it will really collect mol:e. money than th.e proposed Jaw 
it ttny re.liability whatever ca.rr be placed on these estimate . 

l\lr. LODGE. l\fr. President, it has seemed to me in rega.rd 
to the provisions in the bill, whether the House or Senate· com­
mittee provision. the pr.oportion is bad; If we- are to have a 
graduated: .i:ncom tax. it ought tn be· the first eondition• that it 
shall ue p.ropert. proportioned. It seems- to me; not only.- ill> the 
amendment but in the proposition' ot the House; it is ill pronor­
tioned·, owing to the gre-at gaps thn.t are ma.de- and that it falls 
unduly. hard. upon the smaller or the more mod2rate incomes. 
r am speaking' only of incomes· subject to taxation. It seems 
toJ me also, a~ well as I can judge, that the· amendment now 
offered by thee Senator from Kansas will unquestionably raise 
more money than the one offered by the committee. 

Mr. BRISTOW. I think it will. 
Mr-. LODGE. If we a.re to ha-ve a graduated income tax, this 

is much better proportioned' and much better ittranged than the 
others, and I propo e- to vote for it. 

:Mr. TOWNSEND. Mr. President, my belief is that wha.tevei· 
a:mencfinent we pronose hould Le offered on the supposition 
that it ought to be enacted into law. I ha-ve not knowin.,.ly 
voted i'or anything that r did not believe- would make the meas-
ure bette~ · 

I realize, of course-, thnt amendments offered by tile minority, 
whatever their merit , will be defeated. 

Yesterday L opposed what seemed to me to be an effort to in­
crease the re-venues a.boie what it was. clearly tUl.Cle.rstood would 
be required fo1 .. meeting: the expenses of the Government. Tho 
Senato1• from Wisconsin [Mu. L.A. FoL!iET'.CE] c;ffered an amentl­
me-ll:t to·day which pro.pos-ed to reduce the- re>enues to a ccn­
siderable extent, as I understand the figures, below those which 
would ha\e been raised by the amendment offered by the Sena­
tor from Kansas [lYir: BRISTOW] yesterday, and I could vote 
for it Th.e pre.sent pre.position reduces it still more, and brings 

·the amount of the re,enue to be derived practically to the· same 
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1·elative amount as that proposed to be raised by the bill. 
Therefore I shall vote for it. 

The thing that I would do if I had the authority just now i s 
this : I would take the duties off from certain noncompetitive 
articles that are shipped into the United States, because I know 
that in every such instance the tax levied is paid by the con­
sumer without producing any good or benefit to anybody in the 
United States. I would take off those duties and .,o .reduce the 
revenues provided in the bill, and I would make up the deficit 
this would create in the estimate made by the committee by in­
creasing the taxes which are to be imposed upon income£. 

I have no objection to increasing the rates provided they are 
equitably distributed. As I said yesterday, I should like to 
begin lower with a very small rate and increase it as the in­
comes increase. This plan of increasing. the revenues from in­
comes while -reducing iL like amount the duties on noncompeting 
articles would maintain the equilibrium of the bill and at the 
same time present a proposition for which all who are in favor 
of proper income rates could vote without any question as to 
whether they are doin& right or wrong. With me, income taxes 
are imposed for llO other purpose than that of raisiL.g money to 
meet the expenses of government economically administered. 

I have had some talk with Senators this morning, and, as I 
understand, before this bill is disposed of a proposition will be 
presented to the Senate whereby we as Republicans can vote to 
remove what we regard as the unnecessary rates of duty and 
at the same time supply the amount of revenue thereby done 
away with by increasing the taxes on incomes. 

Mr. BORAH. Mr. President, I did not understand . the state­
ment of the Senator from Michigan as to what proposition it 
was that was going to be submitted to the Senate. 

Mr. TOWNSEND. A proposition to remove certain duties 
now imposed on noncompeting articles to be shipped into the 
United States and increasing the tax: on incomes, so as to pro­
duce enough re-venue from that source to offset the revenue 
that would be destroyed by taking off such duties from non­
competing articles. 

Mr. BORAH. Do I understand that we are to have a voice 
in taking those duties off and a yoice in fixing the rates or 
graduating rates on incomes? 

Mr. TOWNSEND. There is no reason why it should not be 
done. 

Mr. BORAH. There is no reason why it should not be done, 
except the question of -votes. 

Mr. TOWNSEND. But we will have as many votes for such 
a proposition as we will have for the amendment now pending. 
,We will have more votes for it. 

Mr. SMOOT. Mr. President, as nearly as I can figure, the 
amendment offered by the Senator from Kansas [Mr. BRIS'fOW] 
this morning will bring more revenue than the pending bill pro­
vides. I think also that the amount that has been estimated 
by the committee on incomes under $20,000 will be greater than 
the estimate shows. The estimate of the committee is based 
upon the amount collected during war times, when the last in­
come tax was in force in this country, and the committee has 
taken the volume of business of that day and compared it with 
the volume of business t o-day. 

Mr. WILLIAMS. That income tax was not repealed for 
some time after the war. 

l\fr. SMOOT. I repeat, the committee has taken the volume 
of business at the time the income tax was collected and com­
pared it with the volume of business of to-day, and compared 
the amount that was collected at the time that we formerly 
had an income tax with the amount that we shall collect under 
this bill. 

Mr. GALLINGER. Mr. President, can the Senator from Utah 
state or can the Senator from Mississippi state the exact date 
when ·that tax was repealed? I know it was some time after 
the war. 

1\fr. WILLIA.MS. I am just trying to I'e:fTesh my memory. 
It was quite a while after the war; I think about 1871. 

l\fr. GALLINGER. About 1871. 
Mr. SMOOT. About 1870 or 1871, as I remember. 
Mr. WILLIAMS. I thought it was about 187L So the stand­

ard taken was not altogether a war standard. It was after 
the war as well as during the war. 

Mr. SMOOT. That is true, but the income tax was collected 
until the time when the law imposing it was repealed. The 
estimate was made from th~ time that the income tax was firs t 
imposed until the time it was repealed. 

I believe, Mr. President, that the amotmt of in.com~ in this 
country to-day is in greater proportion to the business that is 
done to-day than the amount of the income during the sixties 
was to the amount of business that was done at that time. 

1\fr. WILLIAMS. That tax was levied in 1862 and went into 
operation in 1863, I think. 

Mr. SMOOT. So, l\Ir. P resident, there is no question in my 
mind but what the amount will be collected that is estimated 
in the handbook furnished us by the committee. It is my opin­
ion that it will be a great deal more than that amount. 

Mr. KENYON. Mr. Presideht, I should like to ask the Sena­
tor from Kansas [Mr. BRISTOW] a question, to make the matter 
clear before voting. I understand under the amendment pro­
posed by the Senator from Kansas incomes from $20,000 to 
$50,000 will bear a less tax than under the pen.ding bill. 

Mr. BRISTOW. Yes. 
Mr. KENYON. What about those above that amount? 
Mr BRISTOW. Above $60,000 they will bear a heavier tax. 
Mr. KENYON. From $40,000 to $60,000 is the rate practi-

cally the same as in the pending bill? 
l\lr. BRISTOW. It is slightly less. 
Mr. KENYON. Is it substantially less for incomes from 

$20,000 to $40,000? 
l\:Ir. BRISTOW. Under the amendment it is $35 on less than 

$10,000, and under the bill it is $70; on $20,000 it is $135. while. 
under the bill it is $170. It then gradual1y goes up until it 
passes $60,000; then, when it gets up to $100,000, it is 25 per 
cent more than in the pending bill. 

Mr. ROOT. Mr. President, has the Senator from Kansas 
noted the probable returns from each class as he has figured it 
out? He mentioned some I noticed a little while ago. 

Mr. BRISTOW. I have undertaken to make a comparison 
with the estimates made by the committee. Uy own judgment 
is that those estimates n.re not of very great value, because I 
think experience is the only thing that can inform us. 

The committee estimates that on incomes less than $10,000 
there will be collected approximately $6,000,000 ; on incomes 
between $10,000 and $20,000 the committee estimates there will 
be collected approximately $7,500,000. That is under the bill 
as reported by the committee. On incomes from $20.000 to 
$50,000 the committee estimates that there will be collected 
$11,500,000, approximately; from $50,000 to $100,000 there will 
be collected $11.560,000 ; from $100,000 to $250,000 there will be 
collected $11,650,000 ; from $250,000 to $500.()00 there will be 
collected $6,743,000; from $750,000 to $1,000,000 there will be 
<!ollected $9,190,000 ; on over· $1,000,000 there will be collected 
$5,826,000. Those are the committee estimates. 

Now, I propose to increase the tax on the incomes that would 
make up about $45,000,000 of the $70.000.000. I decrease the 
tax on incomes th...'lt would make up $25,000,000 of the $70,000,000. 
On the larger incomes, as I have stated, the increase is 25 per 
cent over the pending bill and on the smaller incomes it is less 
than the rate in the pending bill. 

Mr. SUTHERLAND. The estimate made by the committee, 
which has just been read by the Senator from Kansas, is that 
there will only be $6,000,000 realized from the tax upon incomes 
under $10,000, which would be considerably less than one-tenth 
of the entire amount 'realized. To me that is a manifest 
absurdity. 

Outside of a few of the large cities of the country, such as 
New York, Boston, Chicago, and Philadelphia, I venture to say 
that there will be more than a fourth or a thi rd of the amount 
derived under the income-tax provision of the bill from incomes 
under $10,000. In my own State, for example, I do not suppose 

. there is a man in the whole State who receives year after year 
an income of $50,000, certainly not more than one or two; in 
fact, I doubt very much whether there are many who are 
receiving an income of more than $30,000 a year. 

The vast proportion of the people are receiving an income of 
less than $10,000; so that in a State like Utah and the adjoin­
ing States of Wyoming, Idaho, Kansas, and Nebraska, great 
agricultural States, I would imagine that anywhere from a half 
to three-fourths of the revenue derived in those States would 
result from the tax upon inoomes of less than $10,000. To say, 
tah.'ing the country at large, that less than 10 per cent of the 
entire amount to be realized from the income tax will be 
derived from incomes of less than $10,000 is absurd. 

I think the amendment proposed by the Senator from KunsaJ:; 
will produce less, rather than more, income, and, while I in­
tend to Yote for it, I would much prefer that the Senator had 
begun at 1 per cent on incomes under $10,000, and risen by, 
successive steps until he finally reached the amount of 5! per. 
cent, instead of 5 :per cent, on the larger incomes. 

Mr. SMOOT. 1\fr. President, my opinion is that it will 
clearly raise more, for the reason that during the years 1862 
to 1870 or 1871, when the income tax was in force, there were 
very few individuals, institutions, or corporations in this 
country that had an income of $20,000 per annum, or even 
*'1.0,000 per annum, while to-day there are thousands of them .. 
It is that par ticular bracket of the income-tax provision whicbr: 
in my opinion, is going to increase greatly the revenue received. 
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Ur. SuTHERL.Lrn. But this is not a ta.:x on the income 
of corporations; tlte trix is on · the stockholders of corpora­
tions. 

lllr. S)IOOT. Yes; but the income of a corporation goes to 
the stockholders, so, of course," will amount to exactly the 
same thing in the end. I am only calling attention to the 
matter. The money made by these institutions goes to the 
stockholders, and there is no doubt that in this country to-day 
there are hundreds of thousands of well-to-do men, whereas in 
1865, 186G, and during the years immediately following the Civil 
,War there were but few of them. I believe that the com­
mittee's estimate on the first bracket is unreasonably low, n.nd 
I shall be greatly surprised if instead of $6,000,000 under that 
bracket the amount collected will not be twenty or twenty­
.five million dollars. 

The PRESIDING OFFICER. The question is on agreeing to 
the amendment offered by the Senator from Kansas. 

l\Ir. BRISTOW. I should like the yeas and nays on the 
amendment. 

The yeas and nays were ordered, :ind the Secretary pro-
ceeded to call the roll. 

l\Ir. BANKHEAD (when his name was called). I transfer 
my 11::1.ir with the junior Senator from West Virginia [Mr. 
GoFF] to the senior Senator from Louisiana [l\Ir. THORNTON], 
and will -vote. I vote "nay.'' 

Mr. DILLINGHAM (when bis name was called). I have a 
pair upon this question with the Senator from Maryland [Mr. 
SMITH]. If he were present I . should Yote "yea." In his 
absence I withhold my vote. 

Mr. GALLINGER (when his name -was called). I transfer 
my pair with the junior Senator from New York [Ur. O'GoR­
MA.N] to the Senator from Maine [Mr. BURLEIGH] and vote 
"yea." 

Mr. TOWNSEND (when the name of l\Ir. JONES was called). 
The senior Senator from Washington [l\Ir. JONES] has been 
called from the Chamber on official business. If he were here, 
I am instructed to say that he would -vote "yea." 

Mr. KERN (when his name was called). I transfer my pair 
with the Senator from Kentucky [1\Ir . . BRADLEY] to the Senator 
from Nebraska [Mr. HITCHCOCK] and YOte "nay." • 

l\lr. LEWIS (when his name was called). I am paired with 
the Senator from North Dakota [Mr. GRONNA]. 

Mr. l\IcCUl\IBER (when his name was called). I have a 
general pair with the senior Senator from Nevada [l\Ir. NEw­
I,ANDS]. I will transfer that pair to the senior Senator from 
.Washington [Mr. JoNEs] and vote "yea." 

Mr. REED (when his name was called). I transfer my pair 
with the Senator from Michigan [Mr. SMITH] to the Senator 
from Oklahoma [Mr. GORE] and vote "nay." 

1\Ir. THO~IAS (when his name was called). I transfer my 
pair with the Senator from Ohio [l\1r. BURTON] to the junior 
Senator from Oregon [Mr. LANE] and .vote "nay." 

l\Ir. TILLMAN (when his name was called) . I have a gen­
eral pair with the Senator from Wisconsin [Mr. STEPHENSON] 
and therefore withhold my vote. 

The roll call was concluded. 
lU r. SUTHERLAND (after having rnted in the affirmative). 

I haye a pair with the Senator from Arkansas [l\Ir. CLARKE]. 
I yoted witllout reflection. Obserying that pair, I withdraw my 
vote . . 

Ur. STO~"E. I ha\e a general pair with the Senator from 
Wyoming [Mr. CLARK]. I transfer that pair on this vote to the 
Senator from Oklahoma [Mr. OWEN] and Yote "nay." 

l\Ir. FLETCHER. I have a pair with the Senator from 
Wyoming [Mr. WARREN]. I transfer that pair to the junior 
Senator from Nevada [Mr. PITTMAN] and Yote "nay." 

l\lr. CHILTON. I have a general pair with the Senator from 
Maryland [Mr. JACKSON] and therefore withhold my vote. If 
permitted to vote, I should vote "nay." 

The result was announced-yeas 29, nays 36, as follows: 

Borah 
Brady 
Brandegce 
Bristow 
Catron 
Colt 
Crawfo1·d 
Cummins 

Ashul'st 
Bacon 
Bankhead 
Bryan 
Chamberlain 
Fletcher 
Hollis 
Hughes 
James 

YE.AS-29. 
Fall 
Gallinger 
Kenyon 
La :H'ollctte 
Lodge 
Mccumber 
McLean 
Nelson 

Norris 
Oliver 
Page 
Penrose 
Perkins 
Poindexter 
Root 
Sherman 

NAYS-36. 
Johnson 
Kern 
Lea 
Ma1·tin, Va. 
Martine, N. J. · 
Mye1·s 
Ove1·man 
Pomerene 
Ransdell 

Reed 
Robinson 
Saulsbury 
Sha froth 
Sheppard 
Shields 
Shively 
Simmons 
Smith, Ariz. 

Smoot 
Sterling 
Townsend 
Weeks · 
Works 

Smith, Ga. 
Smith, S. C. 
Stone 
Swanson 
Thomas 
Thompson 
Vardaman 
Walsh 
Williams 

NOT VOTING-30. 
Brndley Dillingham Lane 
Burleigh . du Pont Lewis 
Burton Goff Lippitt 
Chilton Gore - Newlands 
Clapp <.;ronna O'Go1·man 
Clark, Wyo. Hitchcock Ow n 
Clarke, Ark. Jackson Pittman 
Culberson Jones Smith, :lld. 

So llr. BrusTOw's amendment was rejected. 

Smith, Mich. 
Stephenson 
Sutherland 
Thornton 
•.rmman 
Warren 

l\Ir. McCUMBER. l\Ir. Pre ·ident, I offer the amendment 
which I send to the desk. 

The PRESIDING OFFICER. The amendment will be stated. 
The SECRETARY. On page 165, line 6, after the word " tax," it 

is proposed to strike out all the words down to the word: "All," 
in line 3, page 166, and to insert in lieu thereof the following: 

Where such income amounts to $1,000 and less than $G,OOO the rate 
of taxation shall be one-tenth of 1 per cent; where such income amounts 
to $5,000 and less than $10,000 the rate of taxation shall be two­
tenths of 1 per cent; where such income amounts to 10 000 and less 
than $20,000 the rate of taxation shall be three-tenths of 1 per cent; 
where such income amounts to 20,000 and less than $30,000 the rate 
of taxation shall be five-tenths of 1 per cent; where such income 
amounts to $30,000 and less than '50,000 the rate of taxation shall be 
seven and one-half tenths of 1 per cent ; where such income amounts to 
$50,000 and less than $100,000 the rate of taxation shall be 1 per cent; 
where such income amounts to $100,000 and less than $500,000 the rate 
of taxation shall be 2 per cent ; where such income amounts to $500,000 
and less than $1,000,000 the rate of taxation shall be 3~ per cent; 
where such income amounts to $1,000.000 and less than $10,000,000 the 
rate of taxation shall be 5 per cent; where such income amounts to 
$10,000.000 and over the rate of taxation shall be H: per cent ; except 
as hereinafter provided. And a like tax shall be assessed, levied, col· 
lected, and paid annually upon the entire net income from all property 
owned and of every business. trnde, or profe sion carried on in the 
United States by persons residing elsewhere. 

l\Ir. l\IcCUUBER. l\Ir. President, it is quite e-vident that no 
two Senators will agree upon the number of steps in the slidin~ 
scale in this bill, and it is equally true that no two of them will 
agree upon the ratio of rate for ench rrn.rticular step. 

I ha-ve an abiding conviction, based u11on my idea of the 
rights and obligations of citizenship, which is entirely out of har­
mony with the provisions of the bill. I regard it as at least a 
species of tyranny when any one per on or number· of persons 
baye authority to impose a tax upon others in the payment 
of which tax they are to take no part. I believe e>ery American 
citizen, according to his means, should pay his proper propor­
tion of the taxes necessary to run the Go\ernment. 

I appreciate the fact that if we made the steps too low the 
cost of collection in some instances would be considerably 
greater than the amount we would recei\C from the tax. There­
fore I recognize the neces ity of se>eral steps in an ascending 
scale. But if I ha\e an income of $2 900 a year and the Sena­
tor at my right has an income of 20,000 a year, I can hardly 
see that I ha rn an inherent right to . Yote a certain rate of tax 
upon him -while I will not be called upon for one cent. I think 
I ought to pay my proportion of it according to my ability. 

Therefore in formulating this amendment I ha\e taken a much 
lower sum for the beginning, namely, $1,000, the same amount 
of income that is adopted as the first nmg in the ladder in the 
legislation of the State of Wisconsin. 

I seek by this amendment to accomplish another thing. which 
I think >ery p1:oper to be done. In the first instance, I make 
the rates very much lower upon the mall incomes and >ery 
much higher upon what we might call the excessively great in­
comes. I obtained my table from a source entirely independent 
of the report of the committee. The tnble which I pur11ose to 
introduce as a part of my remarks I obtained from the depart­
ment. 

Let me make a statement to show just what the result of this 
amendment would be. 

There are about 5,000,000 persons in the United Stntes who 
have incomes of from $1,000 to $ti,OOO per annum. I make the 
rate of taxation for those persons only 1 mill, which· would 
produce $15,000,000. 

There are 200,COO persons in the United States '\\ho ha\e 
annual incomes of from $5,000 to $10 000. I make the rate of 
taxation upon those incomes in this amendment only 2 mills, 
which would bring a reyenue of about $3,000,000. 

There are 100,000 persons who have incomes of from $10,000 
to $20,000. I make the rate in that case 3 mills, which would 
giYe ' us a re>enue of $4,500,000. 

There are about 75,000 persons who have incomes ranging 
from $20,000 to $30,000. I make the rate 5 mills on that class 
of incomes, which would realize $9',37G,000. 

There are about 21,000 persons who have incomes of from 
$3-0,000 to $50,000. I make the rate 7~ mills upon tho e incomes, 
which would realize $6,320,000. 

There are about 10,000 persons who have jncornes of fron1 
$50,000 to $100,000. I runke tlle rate 1 per cent upon tho e 
incomes, which would produce $7,500,000. 
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There are about 2,000 persons who hay-e incomes of from 
$100,000 to $500,000. With a rate of 2 per cent we would real­
ize upo:i those incomes revenue amounting to $12,0-00,000. 

There are about 500 persons in the United States who have 
incomes ranging from $500,000 to $1,000,000. With· a 3-! per 
cent rate upo::i tho e incomes we would realize $13,125,000. 

There are about 100 persons in the United States who have 
incomes ranging from $1,000,000 to $10,000,000 a year. With a 
5 per cent tax upon those incomes we would realize $2,500,000. 

Finally, there are about 20 persons in the United States wbo 
have incomes of 10,000.000 and over. With a 7! per cent tax 
on those incomes we would realize $1,500,000. 

This would give us, in the aggregate, $74,820,000. It would 
realize something more than would be realized under the bill 
as it is proposed, and the burden would be very much lighter, 
indeed, upon those with the smaller incomes and "fery much 
heavier upon those with the very large incomes. 

Mr. WILLIAMS. l\fr. President--
The PRESIDING OFFICER. Does the Senator from North 

Dakota yield to the Senator from Mississippi? 
Mr. l\fcCUMBER. I do. 
Mr. WILLIAMS. The Senator has said that his amend­

ment would produce a revenue of $74,000,000, which he states 
would be larger than the re,enue which it is estimated the 
provision of the bill will produce. He is mistaken as to that. 
He is making an estimate per annum, and he is comparing it 
with an estimate for 10 months in the case of the provision of 
the bill. 

Mr. McCUMBER. It is estimated that this amendment 
would produce about $75,000,000; so upon a 10 months' basis it 
would produce about the amount which would be produced by 
the bill. 

I realize the fact that no- amendment to the bill can possibly 
be adopted, and I do not want to take up the time of the 
Senate in a call of the i·oll upon my amendment; but I will 
submit it, and will ask that the table which I send to the desk 
may be made part of my remarks. 

The PRESIDING OFFICER. In the absence of objection, it 
will be so ordered. 

The matter referred to is as follows : 

Amount of income. 

$1,000 to $5,000 .•••••••••••••••••••••••••••••• ~· ••. -
15,000 to $10,000 •••••••••••••••••••••••••.•••••••. _. 
SJ.0,000 to 320,000 .•.••••..••.•••••••••.•••.••••.••. _ 

20,000 to $30,000 •••••••••••••••••••••••••••••••••.. 
$30,000 to $50,000 ..•••••••• ___ •••••••••••••••• -· ••. 
S.50,000 to 100,000 ..••••••••••••••••••••••••••••••.. 
$100,.000 to $500,000 ..•.•.•.•••••••••••••••••••••••.. 
i.500,000 to Sl,000,000 ....•.•••••••••••••••••••.••..• 

slo=t~~o~~:: :: : : :: : :: :: : :::: :: ::: :::::: 

0W~1J;f e Rate 
persons. of tax. 

5,000,000 
200,000 
100,000 

75, 000 
21,000 
10,000 

2,000 
600 
100 

20 

Per ct. 
0.001 
.002 
.003 

. . 005 
.007! 
.01 
.02 
.~ 
.05 
.071 

.A.mount 
to be 

re.alized. 

$15, 000, 000 
3,000,000 
4,500,000 
9,375,000 
6,320,000 
7,500,000 

12,000,000 
13,125,000 
2,500,000 
1,500,000 

Tot.al ..•. _ ..•••••••••••••••• ··-·-······ ••••• _ . . •• ••••••. . . . . . • • . 74, 820, 000 

Mr. BORAH. Mr. President, I understand that the Senator 
who offers tha amendment does not propose to have a roll call 
upon it; therefore I wish to say just a word on the subject. • 

As I understand the amendment, it reduces the exemption in 
the bill from $3.000 down to $1,000. I desire to go on record 
as being opposed to the amendment. As I hav-e discussed the 
matter her.etofore, I shall not state at length why I am opposed 
to it. Suffice it to say that in this country, in my opinion, a man 
who has an income of no more than $1,000 has paid his pro­
portion of taxes until you reach a sum considerably above 
$1,000. 

I know that we contend upon this side o:f the Chamber that 
a protective tariff does not visit the consumer with the t.ax. 

. That is not always or wholly true. In addition to that, how­
ever, we have our internal taxes or ~xcise taxes; u+ addition 
to that the tax which is now levied upon corporations, and 
which is largely passed over to the consumer; and in addition 
to that taxes are covered by rents and prices and passed over 
to the consumer. 

Suppose a man with a family of three or four children, upon 
whom devolves the obligation of educating •and clothing them, 
finds at the end of the year that he has $1,000 out of which to 
send two . or three of his girls . or two or three of his boys to 
college . . In what position is he to meet the situation-to train 
them for citizenship and to prepare them for the duties of life? 
So far as I am concerned, after men of that dass have puid the 

· tax which they must pay. in this country by our -indirect 
method, I am in favor .of relieving them from any further pay-

ment lmtil they can fully discharge .their duties to their fami-
lies and meet the obligations of citizenship. . 

I might extend these remarks, but I wish to go on record 
against the amendment. There: is an inevitable and uncon­
querable disposition in om· taxing system to hunt the low man, 
and it always gets him at last. 

Mr. McCIDIBER. I think it is worth the one dollar that a 
man with a net income of a thousand dollars wcmld have to pay, 
to become and remain in every respect a full citizen of the 
United States, shouldering his responsibilities with his duties. 
I think the man who has an income of $5,000 a year can well 
afford to pay $5 of that and become a part o.f the taxable 
resources of the country. I do not think it is going to injure 
him in any way. But I do believe there ought not to be one 
class of citizens that is taxed and another class that is free 
from taxation. 

Mr. BORAH. Mr. President, there is not one class of citizens 
whom we tax and another class whom we relieve from taxation. 
So long as we have the mixed system of taxation which we 
have in this country that ca:nr not possibly be true. There is no 
man in this country outside of an insane asylum or a poor­
house or prison who does not pay taxes. I do not care what 
his vocation may be or how humble lie may be, he pays a tax, 
and in a large number of instances he pays 10, 15, or 20 per 
cent of his income as a tax. So long as we have the mixed 
system of indirect taxation and the direct tax, the excise tax, 
there is no possibility of any man escaping the responsibility of 
taxation in this country. Especially is there no possibility of 
the man of limited means escaping. Not only does he pay taxes 
on consumption, but if he has a little property it is all in sight 
and never escapes. 

Mr. 1\IcCUUBEil. There is not any question about one thing, 
that he has a voice in fixing a tax which he pays no part of, 
and I do not think that that is in conformity with our general 
ideas of the rights and obligations of citizenship. 

The PRESIDING OFFICER. The question is on the amend­
ment offered by the Senator from North Dakota [Mr. Mo­
CuMBEB]. 

The amendment was rejected. 
Mr. POThTDEXTER. I offer an amendment which I ask may 

be read. 
The PRESIDING OFFICER. The amendment will be read . 
The SECRETARY. On page 166, line 3, after "$100,000," in ert ~ 

' "and 10 per cent per annum upon the amount by which the 
total net income exceeds $500,000 and does not exceed $1,000,000, 
and 20 per cent per annum upon the amount by which the total 
net income exceeds $1,000,000." 

1\Ir. POIND:IDXTER. Mr. President, it seems to me that the 
principal vice of the bill, as far as this phase which we are now. 
discussing is concerned, is that the principle of graduation upon 
which the income tax is based stops before it reaches the exces­
sive fortunes. In other words, an income of $500,000 or of 
$1,000,000 would be required to pay the same income tax as that 
of $100,000. 

The objection which I have to the amendment just inb.·oduced 
by the Senator from North Dakota [Mr. McCUMBER], and which 
caused me to vote against it, was not only that which was 
stated by the Senator from Idaho [l\Ir. BoitAH], that it reduced 
the exemption to a lower amount than in my judgment it should 
be reduced to, but also because it lowered the rate of taxation 
upon incomes-which the Senator from North Dakota seemed 
to refer to as small incomes, but which I regard as large ones~ 
r:mging from $100,000 to $500,000 a year. . 

Mr. President, the incomes in this country over $500,000 per 
annum and over $1,000,000 per annum are not the result of the 
accumulations of steady industry on the part of their possessors.. 
In almost every case the incomes are upon fortunes which have 
been acquired by special privilege of one kind or another. Of 
these special privileges one of the most far-reaching, in my judg-c 
ment, in bringing about such accumulations has been a discrimi,. 
nation and special favor in transportation rates, by which the 
public utility of transportation has been used to benefit certain 
industries and certain individuals in preference to the general' 
public, with the result that in many instances private monopo ... 
lies have resulted. 

I will mention one other special privilege-it might be called 
such-which has been one of the most potent causes in making 
possible the excessive incomes I refer to. In passing I will saY. 
that I have not so much objection myself to the existence in this 
country of such incomes as to the manner in which they have 
been acquired. I do think, however, that a just systei;n of taxa-c 
tion should proceed with its graduation scale to a point where 
there is a difference made between an income ranging around 
$100 000 and one ranging around $1,000 000 a year. 
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.: s: r. Started to say, "ru:iother one ·of the opportullities which 
ha-ve enabled their posse sors to obtain such incomes has been 
the ~ a('.qttiremeut, through special favors, of" the natural re­
st'furcoo of the conn try-gifts of lands; sometimes the acquire­
.n:rent of ·rnst areas of public land or of 'rnluable elements in 
the public land by illegitimate means; sometimes by .what might 
tm ·ustly denominated as fraudulent means; sometimes through 
:ccareless policy of legislation in former years, when resources 
were· more abundant in comparison to the demands upon them. 
Some of these incomes were acquired in a perfectly legitimate 
wa:r, but without effort and without labor by · the owners' good 
fortune in coming into the possession of great mines of precious 
metals. · 

It seems to" me . that a fortune acquil'ed in such a way', not 
only Oil account of its siz"e buf on ac"comit of ·the easy and some­
time1;l th~ illeg~timate manp.er in which. it has been 'acquired, can 
ve1•y justlyrbe called .. upon to _ pay· a much- larger proportion of 
tlie b·u:rdens of gover:Ilment than .. otl;ler fortunes. · . 
• )Ir. President, the objection which. was· made by the Senator 
from Mississippi [Mr. }VrµIA,.MS) - to all · these prnpositions 
to increase the tax on the largest incomes I do not think offers 
any obstacle to the adoption of ·this or similar amendments. 
His objection is that no calculation has ·been made as to the 
amount of revenue which would be received, and . that we ought 
n_ot to levy this tax until we know the amount of revenue and 
whether or not we need the revenue. 
• ,It is· impossible, in the first place, Mr. President, to know 
from the information· which we ha-ve_:and . I doubt whether it 
could be obtained-the am·ouht of revenue which would be re­
ceived by the Government from ·an increa ed income tax upon 
the excess of incomes over $1,000,000. I do not think it is 
material Whatever amount of revenue may be derived from 
that source will be based upon a just principle of taxation­
ana. it is always within tb.e power of the Government to remit 
~rom its reyenues by legislation, which can be enacted at any 
time, if we are receiving a surplus, revenues which are paid 
upon the · necessities of life, revenues which are a burden upon 
people who have a harder struggle ·for .existence than those 
who are receiving an income of $1,000,000. 

We could remit some of those taxes-which are nothing at all 
- but taxes, especially according to the theory of the Senator 

from Mississippi, but which are called reven:Je duties-upon 
the necessities of life. There is always an opportunity to do 
that. As some one has already said this morning, we can not 
know to what extent we ought to do it to offset the effect of 
these amendments until the amendments ha-rn been put into 
operation and we have learned by experience. 

This amendment ought to be adopted; because there is· no 
panger that the Goyernment will be injured :.:Jy nny revenue, 
whatever it may :.e, that will be received from it, and because 
~hatever revenue is received is received upon a just principle 
9f taxation and from property which can most easily afford to 
pay it, and which, upon the other hand, requires and recei"ves 
more of the care and the expense of go\ernment ·than other 
portions of the national wealth. 

The PRESIDING OFFICER. The question is on agreeing to 
the amendment proposed by the Senator from Washington [Mr. 
POINDEXTER]. 
• -Mr. ORA WFORD. I ask for a reading of the amendment. 
' ~The ·pr..ESIDING OFFICER. The amendment v.ill be again 
read. 

The SECRETARY. On ·page lGG, line 3, after "$100,000," insert 
~be following: 

And 10 per cent per annum upon the amount by which the total net 
income exceeds $500,000, and does not ex.ceed $1,000,000, and 20 per 
cent per annum upon the amount by which the total net income exceeds 
• 1 000,000. 

·- 1\~r. POil\~EXTER. Mr. President, I make the point of no 
quorllill. 

Tlle PRESIDING OFFICER. Tbe Secretary will call the roll. 
'. The Seer tary eallecl the roll, and the following Senators 
ans'i\ered to their names : 
Ashurst 
Bacon 
B1tbkbead· 
Brady •• 
Brandcgee 
Bryan 
C trou 
Chamberlain 
Clillton -­
ChHke. A1·k. 
Crawford 
Fletcher 
Gallinger 
Gore 
Hitchcock 
Bollis 

Hughes 
James 
Johnson 
Kenyon 
Kern 
La Follette 
Lea 
Lewis 
Lodge 
Mccumber 
Martin, Va. 
Martine, N. J. 
Myers 
Nelson 
Norris 
OUver 

Page 
Penrose 
Perkins 
Poindexter 
Pomerene 
Ransdell 
Reed 
Robinson 
Saulsbury 
Sha.frotll 
Sheppard 
Sherman 
Shields 
Shively 
Simmons 
Smith, Ariz. 

Smith, Ga. 
Smith, S. C. 
Smoot 
Sterling 
Stone 
Sutherla.na 
Swanson 
Thomas 
Thompson 
Townsend 
Vardaman 
Walsh 
Weeks 
Williams 

· Mt. · TOWNSEJ\~. The senior Senator from Washington 
El\fr. Jo~Es] has been called from the Senate on official bn i­
ness. . · 
· The PRESIDING OFFICER. SL"rty-two Senators llarn an­
swered to their names. A quorum is present. 
. l\lr. POINDEXTER. I ask for the yeas and nays on agree­
mg to the amendment. 

The yeas and nays were ordered, and the Secretary proceedetl 
to call the roll. 

l\lr. CHILTON (when his name was called). I make the 
same announcement as to m:r pair that I made on the former 
vote. · 

·· l\!r. GALLI:NGER . (when his name was called). I transfer 
my pair with the junior Senator from New York [Mr. O'GoR­
MAN] to the junior · Senator from Maine [l\1r. BURLEIGH] and 
.vote "nay." · · 

Mr. KERN (when his name was called). On account of my 
P?-ir _with !J.ie Senator from Kentucky [l\lr. BRADLEY] I with-
hold my vote. · 

l\1r. LEA (when his name was called). I am paired with tlle 
senior Senator from Rhode Island [1\lr. LIPPITT]. If I were at 
liberty to ·,ote, I Vi"ould vote "nay." 

Mr. LEWIS (when his name was called). I again announce 
my pair with the senior Senator from North Dakota [.:Ur. 
Mc0UMBEB]. 

l\fr. REED (when hls name was called). I wish to announce 
my - pair with the Senator from 1\lichigan [Mr. SMITH]. I 
therefore withhold m:r vote. 

Mr.- SAULSBURY ·(when his name was culled). I bnve a 
general pair with the junior Senator from Rhode Island [Mr. 
CoLT]. I ·therefore withhold my yote. If I were at liberty to 
vote, I would -vote " nay." 

Mr. THOMAS (when his name was called). - I transfer my 
pair with the senior Senator from Ohio [dr. BURTON] to the 
junior Senator from Oregon [l\lr. LANE] and vote "nay." 

l\Ir. TILLl\fAN (when his name was called). I again an­
nounce my pair with the Senator from Wisconsin [llr. STEPHEN­
SON], and withhold my yote. 

The roll call was concluded. 
· Mr. CHAMBERLAIN (after haying voted in the negative). 
I have a pair with the junior Senator from Pennsylrnnia [Mr. 
OLIYER]. In his absence I withdraw my vote. 

l\Ir. BA.L~KHEAD. I transfer my pair with the Senator from 
West Virginia [1\fr. GoFF] to the Senator from Louisiana [l\Ir. 
THORNTON] and Tote "nay." I desire the announcement of 
this transfer to stand for all votes to-day. 

Mr. BACON (after having voted ·in the -negatfre). I inquire 
whether the senior Senator from Minnesota [l\fr. NELso."] has 
voted? 

The PRESIDING OFFICER. He has not. 
Mr. BACON. Then I withdraw my vote, as I baye a general 

pair with that Senator. 
Mr. SAULSBURY. I transfer my -pair wHh the junior Sena­

tor from Rhode Island [Mr. COLT] to the Senator from Okla­
homa [Mr. OWEN] and vote. I yore "nay." . 

Mr. FLETCHER. . I transfer my pair with the senior Sena­
tor from Wyoming [1\lr. :WARREN] to the junior Senator from 
Nevada [l\fr. PITTMAN] and vote "nay." 

Mr. CLARKE of Arkansas (after hannO' \oted in the neO'a­
tive). I observe that the junior Senator from Uta.h [llr. S~H­
ERLAND] has not voted. I therefore •rithdrnw m:r 1ote.. 

The result was anhounced-yens 12, nays 41, as follows: 
YEA.S-1'.!. . 

Borah 
Brady 
Bristow 

Ashurst 
Bankhead 
Bra.ndegee 
Bryan 
Catron 
Clark, Wyo. 
Fletcher 
Gallinger 
Gore 
Hitchcock 
Hollis 

Clapp 
Crawford 
Cummins 

Kenyon 
La Follette 
Norris 

NAYS-41. • . 
Hughes . Ransdell 
James Robinson 
Johnson Saulsbuty 
Lodge . Sbafroth 
Martin, Ya. Sheppard 
Martine, N. J. Shields 
Myers Shively 
Overman Simmons 
Page Smith, Ariz-. 
Pemose Smith, Ga. 
Pomerene Smith, S. C. 

NOT VOTING-42 
Bacon Fall McLean 
Bradley Goff Nelson 
Burleigh Gronna New lands 
Burton Jackson O'Gorman 
Chamberlain Jones Oliver 
Chilton Kern Owen 
Clarke, Ark. Lane Pittman 
Colt Lea · Reed 
Culberson Lewis Root 
Dillingham Lippitt Sherman 
du Pont Mccumber Smith, Md. 

Perkins 
Poindexter 
Sterling 

Stone 
Swanson 
Thomas 
Thomp. on 
Townsend 
Varda.man 
Walsh 
Williams 

Smith. Mich. 
Smoot · 

~~W1~~~N 
Thornton 
Tillman . 
Warren 
Weeks 
Works 

So Mr. POINDEXTER'S amendment was rejected. 
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l\lr. BRA~DEGEE. l\lr. President, I have made no remarks 

·upon these Yarious amendments to change the provisions of the 
income tax as found in the bill. I desire to state "'\ery briefly 
the reason why I have ·rnted against most of the amendments. 
and I shall probably continue to do so. This is a bill entitled 
"An act to reduce tariff dutie and to provide revenue for the 
Go\ernment." These amendments have had no such proper 
con ideration, in my opinion, as would justify me in voting for 
any 'one of them. It may be that one or another of them 
woul<l provide a more equitable or more satisfactory system of 
taxing the incomes of both corporations and individuals, but I 
do not think in the passage of a tariff bill we should attempt to 
utilize it as a vehicle to float through any propositions to tax 
corporations out of existence or to penalize the rich or to reduce 
swollen fortunes or to accomplish any other collateral purpose, 
no matter how desirable. 

I am perfectly satisfied that if it shall be the settled con­
viction of the majority of the people of the country that the 
tax as provided by the committee should be changed, there is 
sufficient time in the future to overhaul entirely the proposed 
income tax in the light of the way the present provisions may 
operate and with much better satisfaction both to us and to the 
country. ... 

The amendment just offered, which proposed to tax incomes 
over a million dollars 20 per cent, I could not possibly vote for. 
I have heard of collecting tithes, but I have never beard of 

·collecting fifths of the incomes of people. Without going into 
or criticizing the details of the various amendments I simply 
think it is better to try the plan as proposed by the co.mmittee 
in its general features, and then having established the p1inciple 
of an income tax, go about amending it as the necessity of the 
occasion in the future may warrant. 

l\lr. ORA WFORD. Mr. President, yesterday evening before 
the Senate adjourned I offered an amendment the purpose of 
which was to distinguish between what in England are called 
earned incomes and unearned incomes. That amendment was 
not acted upon. I am not going to press it at this time, but in 
connection with it I want to call attention to the report made 
in the English Parliament in 1907 after a very thorough investi­
gation of the whole subject. 

England has had an income tax, as I understand it, for 
three-quarters of a century, and from time to time, as the sys­
tem has been evolved, they have improved it, enlarged it, and 
extended it. Within the last two or three years, under the 
ministry in which Lloyd George has been so active, they have 
thoroughly overhauled it and extended its provisions in many 
ways. In this report in 1907, which was an exhaustive one, 
after a thorough investigation, they find that this distinction 
should be made : 

Differentiation between earned and unearned income. 

They find that it is practicable to observe that differentiation 
in the ..income-tax system. I want to put into the RECORD what 
Mr. Asquith said in commenting upon it, because it is so well 
said and is so brief and simple, and it relates to a matter of 
the utmost importance here. In discussing it he gives this 
example. He says: 

Comparing two individuals, one " who derives, we will say, £1,000 
a year from a perfectly safe investment in the funds perhaps accumu­
lated and left to him by his father, and, on the other hand, a man 
making the same nominal sum by personal labor in the pursuit of some 
arduous and perhaps precarious profession, or some form of business," 
to say that those two people are, from the point of view of 1.he state, 
to be taxed in the same way is, to my mind, flying in the face of justice 
and common sense." 

I believe that that simple statement finds a response in the 
judgment of every man. Why not in this bill and in establish­
ing this system here start right upon that question? Here is 
the question of making property, capital, and investment con­
tribute its share of taxes; on the other hand, here is the ques­
tion of how far shall we go in putting a tax upon energy, 
industry, and service given to society by men who are engaged 
in practicing professions or in following other useful vocations 
in life. We are putting them all together, and making one levy, 
one rate, upon them all; in other words, we are putting a tax 
upon personal service rendered to the home, the family, and 
the community and which earns an annual income. The income 
may be precarious and vary from one year to another and en.d 
when the life of the person ends who is earning it. We are 
putting that class of incomes in the same class with rents from 
great structures, inherited, perhaps, by some child of fortune, 
that are a lifeless species of property. England differentiates 
between these classes of income. Why should not we? 

Mr. GALLINGER. l\Ir. President--
The PRESIDING OFFICER (Mr. LEA in the chair). Does 

the Senator from Soutb Dakota yield to the Senator from New 
Hampshire? 

L-241 

Mr. CRAWFORD. I do. 
l\lr. GALLINGER. This is an interesting phase of the dis­

cussion, l\fr. President, and I desire to ask the Sena tor from 
South Dakota how it would work. Supposing a man were in 
receipt of $3,000. from in>estments which his father had made 
possible and he likewise was in receipt of $3,000 from the prac­
tice of his profession, would there be a differentiation in that? 

Mr. ORA WFORD. Oh, certainly. The distinction is made 
between the earnings from a man's professional services and the 
earnings from his im·estments. They ha>e all that worked out 
in England. 

l\Ir. GALLINGER. Would he be exen1pt on the $3,000 which 
he earns from professional services under those circumstances? 

l\Ir. CRAWFORD. I am not saying that. I think the fault 
in the amendment which I offered yesterday was that it went 
too far in making exemptions. In England they are not ex­
empt abo·rn a certain rate, but they discriminate in their farnr. 
So, if the Senator will permit me, I shall offer a resolution 
which I ask to have read and ask to have it considered in con­
nection with my amendment, which I admit is faulty in that 
respect. I should like to have the Senate consider both the 
amendment and the resolution together and take such action as 
it may think best. 

The PRESIDING OFFICER. The Secretary will read the 
resolution proposed by the Senator from South Dakota. 

The resolution (S. Res. 177) was read, as follows: 
Resowed, That tbe Committee on Finance be directed to inves ti­

gate and ascertain 1he difference in ·character between income imme­
diately and directly derived by an individual from the carrying on o~ 
exercise by him of his profession, trade, and vocation, and income 
derived from property or investment of capital, and to report an 
amendment which wi11 mn.ke a just discrimination in the rate of 
levy in favor of incomes immedi~tely and directly derived from the 
exe:;:ocise of a profession, trade, or calling, as compared with income 
derived from property and capital in>estmEnt. 

l\lr. ORA WFORD. l\lr. President, of course I am not dog­
matic enough to undertake here to say what this difference 
should be and what this rate should be; _ but I am offering 
this resolution so that it may come before the Senate for the 
purpose of having this question, which I think has fundamental 
justice at the bottom of it, receive the consideration that I 
think it should receive here and have the investigation to 
which I think it is entitled. Therefore I submit the resolution. 

The PRESIDING OFFICER. The resolution will be printed 
and lie on the table. 

1\Ir. WILLIA.l\IS. Mr. President, do I understand that the 
resolution is to lie on the table? 

The PRESIDING OFFICER. The Chair understood that 
that was the request of the Senator from South Dakota. 

Mr. ORA WFORD. No; I did not ask to have the resolution 
lie on the table; I asked to have it take the usual course. I 
presume, if objection is made to it, it will have to be printed 
and go over. 

The PRESIDING OFFICER. Does the Senator from South 
Dakota make a request for unanimous consent for the present 
consideration of the resolution? 

1\Ir. ORA WFORD. Yes; I ask unanimous consent for the 
present consider-ation of the resolution. 

~'he PRESIDING OFFICER. The Senator from South 
Dakota asks unanimous consent for the present consideration 
of the resolution which has just beeni read. Is there objection? 

l\Ir. WILLIAl\IS. Yes; I object, l\Ir. President. 
The PRESIDING OFFICER. The Senator from Mississippi 

objects, and the resolution "\\i.ll be printed and go o>er. 
i\fr. WILLIAl\IS. Mr. President, I want to say a few words 

in this connection, so as to explain why I have objected. In the 
first place, I do not see any necessity of any in>estigation to 
determine an abstract question, which every man can determine 
for himself, as to whether this distinction ought or ought not to 
be made. So far as I am personally concerned, I am opposed 
to it. Of course, it would be a very nice thing for the l\fembers 
of the two Houses of Congress to make that distinction, as 
about nine-tenths of them are lawyers and get their incomes 
from their profession, but I do not see why a man who is_ in a 
profession should have his income exempt any more than a man 
who is carrying on a farm or a factory. 

The other day some one said something about some surgeons 
who made an immense amount of money each year by their 
great skill and genius, who lived like princes and sa -ved nothing. 

Mr. ORA WFORD. :Mr. President, will the Senator permit me 
to interrupt him? 

The PRESIDING OFFICER. Does the Senntor from :;\lissis­
sippi yield to the Senator from South Dakota? 

Mr. WILLIAl\IS. Yes. 
Mr. CRAWFORD. The Senator is nssumiug tllnt the amenlli 

ment makes a difference between ]'trofessional men anfl men fol-
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lowing a trade or men cultivating farms. It makes none what­
eyer. It includes professions, trades, and vocations--all three. 

Mr. WILLIAMS. Then, whom would :rou leave to be taxed? 
1\Ir. ORA WFORD. Property, capital, investments; and not 

human exertion :l.Ild human energy and human service. I do not 
say they should be eYempt. I haye said that my amendment 

·went too far in that l'espect, and I say that there should be a 
differentiation in ta yor of energy .n.nd service of the man who is 
doing something and where the en.ming depends entirely upon 
his personal exertions-that there should be a differentiation in 
fa:rnr of that source of income as against the income derived 
from capital and property. 

l\!r. WILLIAMS. The Senator the other day referred, as an 
illustration, to some brilliant surgeon or some one who made an 
immense income every year, but lived like a prince and had 
nothing left. There might be ruiother surgeon who made the 
.... ame amount of income who would have better sense and 
instead of living like a prince might ii.n-,est some of the income 
in land or in city property or in bonds or in stocks. So the 
effect of it would be to tax a man who was thrifty, industrious. 
frugal, and sating and exempt the fellow who spent all ~s 
income ruid never inv~sted .anything. I do not see for the llfe 
of me why any man who earns $50,000 a year or $20,000 or 
$10,000 as a great surgeon or as a great lawyer should not thank 
God for the possession of that much and be willing to contribute 
of that a sruall amount for the support of the Government. 
You are taxing men in proportion to their ability to pay, not in 
proportion to their ability to -save or to invest. 

Mr. CRAWFORD. Mr. Presid-ent, that is simply wiping out 
the discrimination-and it is one of the subjects of actual, 
active, growing interest in this -00untry-between the burden 
that should be imposed upon property, upon capital, and that 
which snould be imposed upon the .character of service that is 
so closely linked with humanity that you can not separate it. 
You can not judge a thing by stating an extreme- case. After 
three-fourths of .a century and at a time when the most popular 
ministry that wa,s -ever in control of the <tovernment of Eng­
land, the one which has reached out and reached into the hearts 
of the masses to a greater extent th-an e-ver before, led by Lloyd 
George, makes this discrimination; the Senator from l\lis is­
sippi thinks it is wr:ong in principle. I believe it is right. 

l\fr. WILLIAMS. Money ·is as much property as is anything 
else, and when a man -eams $20,000 in money during a :rear he 
has got that much property. 

l\fr. BRAJ\1DEGEE. Mr. President, I realize that, as the 
Senator from South Dakota {1\!r. CBAWf'ORD] bas stated, the 
amendment which the Senator submitted yesterday is not 
strictly the pending amendment, I as ume, for action at the 
present time. 

Mr. CRAWFORD. No. My statement was that I had offered 
a resolution. I do n-ot know whether the Senator was here at 
the time, but the resolution has been read and laid oyer. 

l\Ir. BRAJ\TDEGEE. I was here. 
Mr. ORA WFORD. The two are simply related to this sub­

j ect, and so I thought it would not be imprope~ for the ~enate 
to say whether they should not direct the Conumttee on Finance 
to consider the que lions there suggested and report to the Sen­
ate whether such a discrimination in favor of '\"ocatioual income 
n .against lJroperty income should not be observed in this bill. 

I realize that the a.me dment which I hastily drew yester­
day, where the exemption was made broader ~nit ou~ht to be, 
is imperfect; I was conscious of the fact that 1t .was rmperfect 
at the time, but it wa mtroduced. to get the subJect before the 
Senate. Now, as it is made a little more appropriate for gen­
eral .consideration by the resolution which I have introduced, 
I prefer to have the two con idered together. 

Mr. BRA 'DEGEE. I do not at all, as I think, misunder­
stand the situation. I understand it exactly as the Senator 
from South Dakota has stated it. In conversation with the 
Senator yesterday afternoon I stated•that I thought the amend­
ment was not as ea.refully drawn a.s the Senator himself wouJd 
like to have it, and he said that it was hastily prepared and 
simply designed to bring the general ubject m.atter to the at­
tention of the Senate, whicll has been accompli hed. 

Now, I will l'ead the amendment in order that there may be 
1n the REdoRD, in connection with the remarks upon this subject, 
the text of the matter ·we are discussing. The Senators amend­
ment reads: 

Provicleil ftwtl1cr. That in computing net ineome under subdivision 1 
of paragraph A. of th_is section there shall also pe de.ducted tbe amount, 
if :rny, wllich is cla11ncd and proved .by any mdlv1dnal to have been 
immediately and directly derived from tbe person.al exercise by him of 
a pl·ofcssion, trnde, or vocation. 

I think there i. a good denl to be <':lid in fa>or of the conten­
tion of ·the Senator-\Thich is al ~o su tuined by the works of 
British origin upon the mbject to which he has referred-that 

a great income or any income derived entirely from the efforts 
of those who have gone before-which cost the present bene: 
ficiary no effort or labor of any kind-should bear a larger pro­
portion of the burden of taxation than the income derh·ed from 
the personal effort of the beneficiary in posses ion of the income. 

The amendment of the Senator, of course, as I think he 
will recognize, and as I am firmly- convinced, would, if pas ad 
as drawn, exempt absolutely all. income derived from the effort 
-0f anybody. I mean to put it just that broad, because the amend­
ment provides that there shall be deducted from the amount 
anything which is proved by the individual "to have been im­
mediately and directly derived from the personal exercise by 
him of a professi-0n, trade, or vocation." 

Mr. WILLIAMS. l\Ir. President, will the Senator pardon a 
question? 

The PRESIDING OFFICER. Does the Senator from Con­
necticut yield to the Senator from Mississippi! 

l\fr. BRAJ\"TIEGEE. Certainly. 
Mr. WILLIA.MS. A thought occurs to me which makes me 

ask the question. Take my salary as a Senator, or the salary 
of the Senator from Connecticut. Would or would not that fall 
within this description? Would .,that be derived from a pro­
fession, or trade, or vocation, or would it be connected with 
what the Senator calls "dead property," or where would it 
oome in? 

Mr. BRANDEGEE. I think there is a twilight zone about 
such a question. It would depend, perhaps, upon whether the 
Senator would consider himself to be a professional politician 
or a statesman ; I do not know. 

Mr. WILLIAMS. Really, I consider myself a statesman; 
but that is an income deri-ved in the manner described . in 
the amendment of the Senator from South D&kota, and it 
would be exempt under that very amendment. 

1\Ir. CRAWFORD. Mr. President, will the Senator permit 
me? 

l\Ir. BRANDEGEE. Certainly. 
Mr. ORA WFORD. That language is identically the same as 

the langua6e in the income-tax law of Great Britain, except 
that, based upon it, they levy a lower rate on such incomes in­
stead of exempting them. The amendment which I drew, in­
stead of differentiating in favor of a lower rate, I admit went 
too far in exempting them ; but the language " claimed and 
proved by any individual to haYe been immediately and directly 
del'ived frQDl the personal exercise by him of a profession, trade, 
or Yocation" is literally copied from the clause in the English 
statute. as it appears in Prof. Seligman's book. 

l\Ir. WILLIAMS. That does not help it, so far as this ques­
tion is concerned. 

l\Ir. ORA WFORD. It helps it in this way, that it is being 
successfully operated in England, and Prof. Seligman ays in 
his conclusion that after years of eyolution the British system 
is the mcst perfect income-tax system in the world, and that 
while in Gladstone's time, a generation ago, it created hostUity 
and bitterness, now it is accepted e\erywhere and will remain 
for all time. 

l\fr. WILLIAMS. Whether it is the English law and whether 
or not the English law is a good law is not relevant to this 
question. The question is whether we want to ste.rt a system· 
of taxation in thi country that will exempt the incomes of 
lawyers. doctors, r:oliticians, and others-all incvmes that come 
directly from persoual services, whether for the GoYernment or 
for omebody else. 

l\lr. CRAWFORD. I should like to ask the Senator if he 
seriously asserts that politicians ha-Ye an income? 

l\fr. WILLIAMS. Well, after they get through with the year 
they haYe not mu'.!h left. [Laughter.] 

Mr. BRANDEGEE. No net income. , 
Mr. WILLIAMS. But they ham at least had a salary and 

an opportunity to have an income. 
Mr. BRANDEGEE. Mr. President, as usual, I seem to have 

managed by skillful interference to ha\e projected myself in 
bemeen two fires or between the upper and the nether millstones 
and to occupy the floor simply in the capacity of a yielder. 

I do not disagree with the Senator from South Dakota at all, 
and, if I had been allowed to continue con ecntively, I would 
ha·rn stated long since, I think. eTerythiug that be has stated. 
I understand perfectly well that the language which he uses iu 
his amendment exempts income ma<le by tlle exertion of vcr­
sonal effort, whereas the equi\alent law in Great Britain 
simply imposes a lower rate -0f tax upon them. 

I stn rted to sny that I hao so to pe:lk, considerable offhn.nd 
sympa thy, without ha\ing hnd n. <::bn~'ee to "'h·e it any mature 
cons!derntion, with the iden. th:it the \YO incomes were o es­
sentially different in character, esr~ccia I ly in considemtion of 
the sympathy we haye with people wlW haye to strire an<l 
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work in orc1er to live, a.s differentiated· from those who, so to 
speak, are born with a gold spoon in their mouths and are 
simply living on the efforts of their ancestors-that I have con­
siderable sympathy with the idea that there ought to be a 
difference at least in the rate of taxation. I am simply calling 
attention to the fact that the amendment of the Senator from 
South Dakota will exempt entirely from taxation every in­
come derived from personal effort, because the expression 
"profession, trade, or \ocation" includes every possible line of 
human effort. The amendment would exempt everything that 
was made by a. stock gambler or a gambler in the wheat pit. 
It would exempt--

Mr. WILLIA.....'1S. If the Senator will pardon me, there would 
be one thing, and one alone, that would not be exempt under 
it, and that would be an inheritance or a Jegacy. The idea of 
ta.~ing inheritances and legacies has much soundness in it, as 
distinguished from income which one acquires by his own 
labor; but that is to be reached by an inheritance and legacy 
tax and is reached in nearly all countries in that way. That 
would be about all that would be exempt under that amend­
ment, and inheritances and legacies are already quite generally 
taxed. • 

Mr. BRANDEGEE. Mr. President, what I said was that the 
amendment exempts absolutely everything that a man makes for 
himself. Of course, it would not exempt a legacy which some­
body else made for him and gave to him. If a man's occupa­
tion or vocation-for \Ocation means nothing but a calling-if 
bis calling, or occupation were that of a :financier it would ex­
empt everything he made by underwriting and by financial op­
erations in the course of a year that would be the product of 
his effort. Nothing can be imagined that a man can busy him­
self about with a view of profit which the amendment as 
drawn would not utterly exempt. I know it is the intention of 
the Senator from South Dakota not to seek to do that, but 
simply to impose a different rate of taxation. 

In addition to what I have already said, it occurs. to me that 
it is not, and probably would not be, the perfectly simple ques­
tion that at first blush it m.ay appear to be, to wit, to arrive at 
a proper differentiation of the various merits of the different 
kinds tf professions, trades, and vocations, in order to ascertain 
at what rate they should be taxed. The country doctor works 
hard and makes very little compared with his efforts, and the 
efforts of the clergyman are more or less of a philanthropic 
character and he generally gets low pay. Many people would 
want to tax them at a lower rate than they would tax the in­
come of the great corporation lawyer or of the financier. 

So that even the products of the individual efforts of various 
men among themsel\es might, in the opinion of a legislative 
committee and of Congress, require various shadings of taxa­
tion. Whether there could be an agreement ultimately about 
a matter of that intricate character I do not know; but I am 
quite willing, although I do not suppose the committee would 
care to enter upon the investigation now-I am quite willing 
at the proper time to \Ote for the resolution requesting the 
committee to consider the qu.estion, and I will do so without 
any intention of being offensive to the committee or of asking 
them to consider anything out of their jurisdiction or that 
ought not to be considered at this time. I assume, however, 
tllat the committee would not have either the time or the in­
clinatfon, perhaps, to take it up now, but simply to show the 
interest that I take in the subject and as an evidence of some 
degree of faith at ~least in the idea of trying to see if anything 
pos ibly could be e\ol>ed out of it, I should be happy to vote 
for the resolution introduced by the Senator from South 
Dakota. 

~fr. LODGE. l\Ir. President, the income ·tax as a mode of 
taxation is well recognized by all economists as open to two 
Yery serious objections. One is the failure to differentiate be­
tween unearned and earned incomes. The other is the ease o.f 
ernsion. It is one of the easiest taxes in the world to evade. It 
falls with absolute certainty very largely on truatees, who have 
to make returns, who in a majority of cases represent women 
and children, and who can not evade such a tax. The evasions 
of the income tax in England to-day are very large. The tax 
also falls with full force upon the people who are the most hon­
e t in the community while the shifty and dishonest escape. 
In a word, it has all the objections that arise to any tax which 
in its nature is easy of evasion. 

The other objection about earned and unearned incomes can 
be 11artially met, if :c.ot wholly o-vercome. At least it is so 
thought in England, and I am not sure that we may not be able 
to learn sometb~ng from considering the systems of taxation 
of other countries, although my friend the Senator from l\1issis-
ippi does not seem to think so. Speaking broadly, I belie\e it 

may be said that all economists recognize that a ta:x imposed 
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upon the earning ~apacity of a community is not theoretically 
the best tax. It is inferior, for example, to the inheritance tax, 
which does not place a burden upon earning capacity and is 
certain of collection, owing to the fact that an inheritance has 
to pass through probate offices and requires the assent o.f the 
Go\ernment before it can be dish·ibutecl. 

A. burden on the earning capacity of a community is a \ery 
serious thing. The earning capacity of a community, which is 
the motive power of prosperity, is something which it is desir­
able under ~very civilized government to encourage. It is not wise 
to throw too heavy a proportion of the burden upon the earning 
capacity of any community. The men who draw the load should 
not be overweighted or disheartened. England has finally met 
this difficulty in a degree at least by differentiating between the 
tax derived from earned income and the tax derived from un­
earned income;. and I think this point will ha\e to be con­
sidered by us if we have adopted the income tax, as I believe we 
have, for a permanent source of national revenue. I think we 
must try to make the burden fall more heavily upon the income 
which is not earned than upon that which is earned, and the 
income, so called, which is not earned is very large; so large that 
there need be no fear of an insufficient return. 

Mr. WILLIAMS. Does not the Senator momentarily lose 
sight of the fact that property is taxed in all the States? 

Mr. LODGE. I understand that. 
Mr. WILLIA.MS. There is another consideration, too. The 

very people who will evade an income tax are for the most part 
not those who derive an income from rents or from other prop­
erty, such as bonds or stocks. Everybody knows what a dividend 
is, and everybody knows what a rent is; but lawyers, doctors, 
and other people have uncertain incomes known only to them­
sel\es, so that there is naturally in the very working of the Jaw 
when men are not fairly honest-the fairly honest man is going 
to act the same way in both capacities-already a discrimina­
tion against the man who bas the property. He has to pay -
State and county taxes upon his property, so that the man whose 
property consists in dollars which he earns in a year is the 
least taxed of all men. 

Mr. LODGE. The Senator, of course, understandn that I am 
not advocating the exemption of earned incomes, but only that 
a heavier burden should rest on the unearned than on the 
earned income. 

Mr. President, there is another question raised by the income 
ta:x, as provided. for in the bill, which is to my mind far· graver 
than that of differentiating between the earned and the un­
earned income, and that is, making the exemption limit so high. 

I think a high exemption is vicious in principle if it is mnde 
for any reason except that at the exemption point you go beyond 
the possibility of profitable collection. In theory, at least, 
everybody should pay bis share of taxes, especially in a popular 
government. I know well the great objection to making a lower 
exemption than that established by this bill. The fatal objec­
tion is that to do so is unpopular. But I believe in the long 
run it will be seen that it has the best and only enduring 
grounds of popularity, which is justice. 

Of course the men of small earnings and small incomes pdy 
taxes to the Government of the United States in the indirect , 
form, and one great objection to indirect taxes, so excellent 
economically, is that people do not realize fully that they are · 
paying them. The tax which the man pays over the counter is 
the one be realizes. When he walks up to the taxgatherer_in 
his town and finds that his rate has been raised he takes an 
interest in the administration of the business of the town. But 
as to the indirect tax. the tax that the mm pays on alcoholic 
liquors, if he chooses to drink, or the tax that he pays on 
tobac~o. are not only indirect but voluntary taxes, and he does 
not know, as a matter of fact, whether he pays them or not. 
He pays them, but he does not feel them. The difference, 
moreover, between what one man consumes and what another 
consumes in the way of food and drink and tobacco and 
raiment is not very great, foi· the power of consumption of the 
individual can not vary very largely,. and he who lives and 
chooses most expensively pays most in taxation. But this tax 
which we are now imposing for the first time is a direct tax; 
and this country has hardly known direct taxes except in times 
of war. 

A. man who has $1,000 income per annum and pays, ru; pro­
posed by the Senator from North Dakota, $1 a year as income 
tax to the United States Go1ernment is not, I think, bearing 
too heavy a burden, but he is realizing what his Government is 
doing, which is of enormous value and makes him thereby a 
better citizen. He realizes that be is responsible for the Gov­
ernment as never before. There has been no greater misfor­
tune to this country than what we have seen in e>ery great 
city, and that is that the men who pay no taxes spend the 
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reYenues. The result is inevitably extra>agance and corrup­
tion. Men are always ready to spend some one else's money. 

Look at the history of our municipal governments. They 
are not a subject of pride to any American. But if every man 
in those communities had paid his tax, if it "Was only 5 cents, 
and if he knew that if the money was extravagantly spent it 
might be 10 cents, he would ha·rn had more care about spend­
ing the public money, about the men he elected, and about the 
administration of his local go>ernment. One great reason for 
the extra:ragance we have had in our National Government, 
in my judgment, arises from the fact that almost all our rev­
enues haye been raised by indirect taxation. 

I want the man with $1,000 to pay his dollar or his 50 cents 
or his 25 cents, if you wish-I do not care how small you make 
it-so that he may keep his eye on the National Government in 
Washington. If. you make the man contribute out of his 
pocket to the maintenance of the Government and know that 
he is doing so, he will take the interest he ought to take. He 
.will watch his Repre entatives and Senators; he will look at 
the national appropriations. In my judgment it tends to good 
government, to greater economy in expenditures, to less waste 
of money, to the expenditure of money in such a way as to se­
cure the best return. I believe, moreover, that it is in accord­
ance with every sound historic traditional American doctrine 
that I have ever learned in the history of the country, and I 
think it is as sound a doctrine now as it ever has been, that 
every man should pay his share for the support of the Goyern­
ment which he helps to create. 

I am not oblivious to the fact that many of those who can 
be t afford to pay have escaped and are escaping their share 
of taxation. We know that this evil exists everywhere, from 
our towns to our Nation. But that does not alter the principle 
that every man, no matter how trifling his contn'bution, should 
pay his share of the expense of carrying on the Government 

- that supports and protects him. 
This brings me to the other important point in the considera­

tion of the imposition of an income tax. The Senator from 
Mississippi [l\Ir. WILLIAMS] said yesterday-and I was ex­
tremely glad to hear him say it, because I think it touches a 
very vital question-that when taxes were imposed simply to 
take money from a man because he was rich, and for no other 
reason, the party that would do it would cease to be the 
D€mocratic Party and would become a party of communism, 
and perhaps something worse. It will be an evil day for us 
when we enter on . confiscation of property under the guise of 
taxation. What we want to do is to raise money for the sup­
port of the GoYernment in such a way that we shall make those 
pay most who can best afford to pay. I know that we are far 
short of that standard now. But I remember that among the 
many wise things Mr. Lincoln said was this: That you could 
find fault with any tax as to its incidence, as to those who 
escaped it, as to its unfairness, as to its burdensomeness, but 
that if we stayed talking about it until we got a perfect tax 
YI~ never should raise any revenue at all. 

No tax can be perfect; but it should be the effort of the Gov­
ernment and of the taxing power to impose the tax, if it be an 

1 income tax, so as to raise the revenue in the largest proportion 
from those . who can bear it best. But let us beware how we 
enter upon taxing on the ground that we want to punish some­
body because he has money. If be has earned his money im­
properly and unla"Wfully, by oppres ion and extortion, he is a 
subject for punishment under other laws. That is a question of 
the method of accumulation, as the Senator from Mississippi 
said yesterday. But to have the Government undertake, for 
vindictive reasons, to punish a man simply because he has suc­
ceeded a'nd has accumulated property by thrift and intelligence 
and character, or has inherited it honestly under the law, is 
entering upon a dangerous path. It would convert this tax 
from the imposition of a tax to the pillage of a class. That I 
think is a very dangerous ground .to enter upon. 

Very rich men, large properties, are no new thing in the 
world. You haYe but to turn to the history of Rome at the 
time when it pas ed through the form of a republic to the ·form 
of an empire and see the enormous properties which were then 
held by single individuals. You can read of it ·in Cicero's 
familiar letters to Atticus, who was one of that class. There 
were. enormous fortunes then; there have been enormous for­
tunes under eYery commercial civilization from that day to this. 
What distinguishes our. time is the colossal size of the fortunes 
which htl\e been accumulated in this country, because we have 
had the greatest opportunities, larger than exist anywhere else. 
But huge fortunes-huge beyond anything the world has ever 
dreamed of hitherto-haye in these days been amassed every­
"Where. Undoubtedly they constitute, in some ways,' a menace 
to fre£l, orderly, constitutional goyernment. They are often 

grossly abused. They arou e evil pa ions. Undoubtedly they 
are a danger. Btlt the danger is one that is not going to be 
successful~y met by allowing a spirit of vindictiveness to enter 
in, and to sa.y broadly that a man, whether innocent or guilty, 
must be pumshed through the taxing power of the Go-rernmen;; 
for merely possessing property. Make him bear his fair bur­
den, by all means. I would put the burden especially heavily 
on the income that is unearned; but I would not set a clus 
apart and say they are to be pillaged, their property is to be 
confiscated, in order to gain, perhaps, for myself or ·my party a 
brief and fleeting popularity. We shall therebycome too near to 
that which proYed the downfall of the Roman Republic, when 
the one cry for the man who chose to raise himself aborn hi 
fellows and to gain great power was to promise "Panem et 
circenses." The man who would give the bread a~d the games 
was the man who attained power, and it is easy to dri\e men 
to this if they have to choose between that and ruin. 

I do not want to see that class built up in this country. r do 
not want to see its members forced into that position by bein<P 
hunted like wild beasts. I want, just so far as intelligence and 
ingenuity can do it, to impose this direct tax so that it will 
fall most heavily on those best able to bear the burden· but I 
want it done in order to raise revenue for the Govern~ent of 
the United States and for no other purpose. I do not want it 
done in a spirit of hatred to a man merely because he happens 
to have money. 

I know the present tone is that any man who bas money is 
prima facie a criminal and that any man who bus been success-· 
ful in any way falls under suspicion. But there has been in 
this country for many years, and there iB to-day, in my judg­
ment, a great deal of honest success honestly won. There have 
been great fortunes honestly made and wisely and benevolently 
distributed. I do not believe Americans of that cla s are all 
gone. I think this country is full of honest men making large 
incomes in business or at the bar or elsewhere, and making 
them honestly and fairly. I think they are entitled to the fruits 
of their success, and they as a rule bear the burden of their 
duty to the community generously and well. It will be an ill 
day for this country when we raise the ccy that success hon· 
estly won is to be punished; that money honestly gaine<f is 'the 
badge ?f crimina~ty; and that we are to go to the :-people of 
the Umted States m the search for popularity, and say to them: 
"Follow us. We will plunder the people who have got the 
money. You shall spend it, and it will not cost you anything." 
'.rhat is a dangerous cry to raise in any country, for when you 
unchain that force you can not tell where it will stop, and in 
your eagerness to destroy property and rob men of hope and 
ambition you may bring your boasted civilization down in 
ruins about you. 

This Government was founded in justice and in belief in the 
individual man. Of that Thomas Jefferson was the great 
apostle. I believe we are trenching on ver..- dangerous ground 
when we assume that if a man has succeeded, it a man has 
ae<!umulated wealth honestly and fairly, therefore he ought to 
be brought to the block and punished for the mere fact that bis 
brains and his character and his work and his self-control have 
enabled him to rise. 

Succe8s used to be held out as i:ile prize for every American 
boy. Now we are holding out to him the suggestion that he 
can not reach success without pursuing devious ways, and that 
if he does attain success, if he· does amass a fortune, he is to 
be an object of suspicion to all his fellow m_n. 

Let us impose our tax in the best and justest way . we can. 
Let u~ do it in such a way as to make those pay most who can 
best pay. Let us .do it to raise revenue. Do not let us do it in 
order to gratify hatred and malice and all uncharitableness. 

l\Ir. BORAH. Mr. President, in my judgment if anyone 
should undertake to organize a moYement in this country for 
the purpose of attacking a man simply because he was suc­
cessful, or discriminating against a man or men because they 
were successful or because they were the possessors of wealth, 
he would find himself in a very short time the most unpopular 
man in America. 

I do not know, from my limited reading, of a country in the 
world where there is so little feeling against a man simply 
because he possesses wealth as in this country. I do not know 
of any country where the people are so tolerant of success, and 
are always so willing and anxious to congratulate a neighbor 
or a friend upon his success, as here in this country. 

I do not believe it is popular in this country to take the 
opposite view, and to assail wealth because of it existence, or 
to assail a man because he has been succe sful in gathering 
wealth. I think' the Senator from Mns achu etts has pictured 
a. condition which does not exi t in his country at all. Ile 
has painted in lurid and fretful outlines a scene wholly un-
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known to American life. I do not believe there is any feeling 
upon the part of the people which would encourage men to 
gather about one who is following the course he hns indicatet.l 
men might be following now for the purpo. e of securing popu­
larity. Dut cyery time there is an effort upon the part of 
anyone to brin~ the men of mean nncl of great wealth within 
tile rule that obtains with reference to all other men, the cry 
of the dem::i.go;me is n1i ed, and the men who undertake to do 
it are immediately a ailed as appealing to popular prejudice. 
It is an old cry. Unable to meet the arguments of justice, unable 
to confute tile Jo~ic of equity, they drnw their phylacteries about 
tllcm and proudly witlldraw from the demagogue and the shout­
ing populace. 

The ef!ort tp b1ing into subjection anll umler the rule and 
control of the law tllosc who h:rrn obtained such power anu 
. nch influence a5!. in many in tnnccs, to enable thorn to ignore 
it, irnmedintely lencls many people to su11pose that it is bcin"' 
<lone solely for the purpose of popularity rather than for the 
inu11ose of enforcing the lnw as to all :i;nen, rich or poor, great 
or . mull. 1 do not know of ::i.nyonc who h:1s e er nd>ocnted an 
income tnx or un c:x: mption upon the i.hcory of punishment, or 
upon the theory that some shoulU pay taxes nrnl others shou1cl 
not. The men who bn>e gi en their lf"ves to the study of tllis 
<1u stion, who do not dca1 with tbe populace, who do not deal 
with popular prejnwce, who n k no favors nt their hand~. who 
:s el\: no "'otes from them, will be found to sustain the position 

f those who advocate n reasonable exemption in nn income-tn:x: 
law. 

I clinllen~e the ~enator from <Ia chusctts am1 those who 
TieW the matter UR he does to point rue to U Ringle grE.'at 
puulicist or writer upon this question who docs not bear out the 
t:ltement I hn>e made. 
The in ome fax lrnd its impetus not with men seeking popular 

ftt>or but in n thorou~h. con cientious, persistent inYcstigation 
npou the part of those .who h:n·e gone to the source of in­
formation ancl have studied the stati tics ·which are un1il:ible 
from almo~ t nll the countries of ilie world. I could quote runny, 
but I am ~oin,.,. to quote a short parn~raph from one who occu­
pici:i a ruo:t eminent position in one of the great uniyersiOes 
of thi country, nnd who, I pre ume, care. ns little about popu­
lar favor n~ any mun who could possibly be called into thi 
cli; .usgion. 

He ay : 
'Lnucr e.xii;ting conditions in the Unilccl Slates the burdens of taxa­

tion, to.l'in~ them all In all, are becoming unequally distributcu. anu 
the wealthier cln ses arc bearing n g-radunlly ·muller Abare of th<' 
puhlic burden. 'omethin"' ls neede<l to reRtorc the cquillbrium; and 
that sometbln;; can scarcely take any form except that of an income tu. 

In the Stnte which the Scnntor who h·as jnst spoken has the 
honor to · ably repro ent it was illscoYer d a few years ngo 
tlin.t tlle a. cc.:: cd vnlnation of all tlle r r.l estate amountecl to 
$:!,000.000.000, while tlle n1.luntion of nll the per~onal property 
in the • tatc, according to the a. se cment, amounted to only 
$~00,000,000. In oilier words, as I stated y terday, this cla s 
of property e. capes taxation in spite of all tlle ingenuity of 
m:m to brin H within the lnw, ruHl an honest effort to make it 
bc:w its 11roportlon of the lmrllen i · not to be whistled down the 
'\Yiml by tlle as. rtion that tho·~ who ad>ocnte it nre a1>pcalin"" 
to 110pular prejuc11cc. I seel- to punish no mnn l.Jcc::i.use of his 
wealth. ·I honor the man whose "'enim~, coupled v;ith bonesty, 
gather~ wC'll of tlli~ world's goods. Ilut I wou1c1 count myself 
recrem1t to tile pulJlic ser\•ice if I dill not seek to so Ahape the 
lnws of ruy country as to mete out to him the sn.mc obligation 
ns re. t u1lon tlle uni:;uccc. sful or the p~nniles~. It is not dema­
goguery; it is the funclamenfal but forgotten principle upon 
wllich this Government wu established. 

"l'wo or three YCIJ lnrgc e-·tnte8 hnve hccn probatecl within 
tlle lnPt tilree montll~ in n sin~le city of the 1;uited Stntos, one 
of which wns probnted for ",..,7,000,000 anrl the other two for 
. 1r.o.ooo,ooo cnch. 'YJrnt perccntngc of their income or what 
nttc of tnx <Jill they pny to the -"- 1ntionnl Gm·ernmcnt? Every 
rnnn should p~y n ta:s: to his go>crnmcnt. Of course he . honlcl. 
'ro slnlc tllnt is to state a rule ns funclnmcntnl ns the Ten 
Conmrnrn1ment~. Ilnt docs not e•cr.r rnnn in this country pay 
n 1ax? Does µuylJocly escape it? 

'1'11 only Jon'ic of the en!ltor-. nrgnment is finally to ncccpt 
direct tnxntion, e:xc1n8h·ely :incl n1on , n. n menus of raislng 
tn.·c::. 'Vllen we hnll nuopt n system of direct tnxntlon, exclu­

i n•J. • nrnl nlone, I will join tile • cnntor from .M:isE:achusctts in 
Jmt tin~ th<' exflmption. do'\\u to a very low fignre. nut I insL t 
now. as I h:n·e in. istel'l before, that so long as we rnisc scven­
j~Jit11.~ of onr rey-e1me by another rnethocl arnl only one-eighth 

by llil' c:t -1.~1.-ation. it c:n1 not Lie Raid that any man is escaping 
1 '.·~tion. • Teither ran it lie sni<l that in givh1~ n ren:onable 
.·emption w n:rc ex mpting a d:uP, for that cla s supposed to 

I.Jc e.-ernpt. XI ha>e alr nuy pniu more than their proportion. 

The Senator cited the case of city governments a.s extra>a­
gnnt. Do they ha >e a system of indirect taxes to any extent? 
Who operates and runs, and who is responsible for, the. e 
extravagant city governments? T::i.ke the ity government of 
.i.. Tew York. Notwithstanding its great e:xtrn-vngance, as e.xhib­
ite<:1 by the figures which I read in the New York Sun n. few 
clays a"'o, docs anybody suppose that the men who are really 
managing the business affnirs of .;. Tew York are the poor Jl€Ople 
upon the streets, to whom the Senator refer as tbc authors of 
extra\agnnce? Certainly not. The men '\\ho are operating 
nncl managing- the business afl'nirs of the city of Tew Yorl;;: nre, 
in a laTge measure, of the snrne class of men for who e protec­
tion the Senntor pathetically pleads. 

There is sufficient 1ncenti\e to economy upon Uic p:ut of the 
man of or<linary mC'nn!" in this country by ren on of tile tax s 
he already pa:r . Where does the demand for increased. ex­
pel1(Htures come from? llus any Senator tmclcrtal<en to satisfy 
himself from whence nri~e these demands for incrensecl expendi­
tures? Do they come from the mun upon tllc street or upon the 
farm or in the "hop or the man of limite<l means? When there 
is u cry to rnise salaries or to build embassies or to incren._e 
exp:mditnrcs in one wny or another, from whence comes tlle 
support? The great support comes, nine times out of ten, from 
tho c whose properties are pnying prn.cticnlly no tax at nll to 
the National Government. There is little <fo-:positlon to extrnYa­
g:mce upon the part of the masse.. They arc not asking for 
snch expenditures, nor hnYe they shom1 nny disposition to 
1ncrense e:l:pencliturcs ancl put the bur<lcn of the incre[lse upon 
the wenlth of tbc country. I have .t.:cn no di~1osition of men 
of small means to vote tuxes. I hnve nlwnys noticed. tilat in 
matters of local expenditure, in rnntters of new tnxe.-, in mat­
ters of creating new officeR, tllat the general YOt"r is Yery slow. 
Extrayagnnt demanus lrnYe come from tlrnsc wl~o feel that how­
eYcr great the bur<lcn they wHI pay no n1ore ont of tlleir abnn­
dnnce thnn theil· ncighllor pnys out of his lc .. s fortunate allow­
ance. 

It is not neces:nry, Mr. rrcsiclent, to n<lu something more to 
the lrnr<lcn of tl1e ruan in the fielc.l or shop in order to iuterest 

m in the question of economy. The effort of those who bu.ye 
been here n.clrncnting the proposition of n n onable exemp­
tion nnLl a reasonnble graduation is hns l1 not upon the ucsign 
to punish. but is bn. c1 u on tlte principle '\\hich is tlle foun<1a­
tion of all just tnxntlon, that men slrnll pay iu proportion to 
their ability to pay. 

1Vill the Senator from )fassach11.,ctts or nnyone else nnclcr­
tnke to demonstrate to me that the wealth of thi8 country is 
paying ns much tnx to the npport c;f the .i.. Tntionnl Go'\"ernment 
in proportion to its property a.ml its income ns the one wl10 it is 
said we are appealing to for popular favor? Will they take 
tllc statistics of the vn ~t which may be gntherecl. anu untler­
tnke to show that he is not now meetin~ mor~ than his pro­
portion of heavy lJnrclcn? Until they do that tl.cir mouths nre 
closed and tl1ey nre e toppecl from challenp:ing the good faith of 
those who adn>eatc n r asonnble exemption in this kind of 
tuxntion. After n man pays the tax which he must pay on 
commmplion, then girn him a chnnc to clothe and educate 
his family aucl meet tile obligations of citizcnsllip anc1 -prepara­
tion of those depcnclcnt upon him for cili7.en~hip before you 
acltl any additional tax. That is the basis of tllis exemption, 
and it is fnir nncl just to all nncl town.rel all. 

Mr. WILLIAl\!S. l\!r. President, I want to express tile hOJ)C 

that we may now go on \Yitll the bill. Thls is a purely ncac.l mi­
ca! di~cussion which Irns l.Jeeu taking place b tween the Senator 
from )fassachu. etts an<l the Senn tor from Idaho, aml is csve­
cin.lly academical at this time. There mny be great merit in 
the argument of 1.hc Senntor from :llus._aclrnsett. some of tllese 
da:rs. but not now. The ren on why there is not g-r nt merit i11 
it now is IJecnuse \Yhi1e it taxes these people with indirect tn.·es 
of various sorts tllei;;e things should be left for some c1n. , when 
the goocl day comes-the golc1cn day-when tllere will be no 
taxe. upon consumption at all except upou whi. ky nnc1. tolmcco 
nncl wine nn<l beer and things that arc con::;iclered harmful, nncl 
no import duties at a.11 xcept countennillng dntic to otrr-:et 
Uu~rn. nnc1 whcu everybody will pny in proportion to his income. 
It might then be w 11 to r duce tllc exemption or to <lo away 
with it, o thnt n man with . 5,000 ·ould pay his $50, or whnt­
rnr it wns. and the man with .,GOO wouhl pny his . :>. an<l the 

man witil $00 woultl pay his 5 cents, and the mnn wbo got 
hut fi c nts would pay JJi 1 cent, anu call it t.he veople's pence, 
like Peter's pence, and let everybody pny his .. hare. 

nut it is absolut ly acacl mi al at tllj moment. It js not 
'loing nny good to carrying on the legi~lution of the Scuute, nrnl 
it can not be even intelligc1lt1y l1i.·cn;:- <'cl until we . ct into nn 
ntirely clrn.ngcd coudition of things. So I a .. k u1.1t we may go 

on with the bill. 
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1\Ir. WARR El T. :Mr. President, I wi..11 to ask n question, not 
of au acauemical nature at all. And if the Senator is not t<'o 
much in lla ·te I want to say. before I nsk the question, that I 
am one of those who T"Otecl for a conslitntional amendment to 
eualJle the Government, without fear of former con titutional 
JirnitationR, to provide for an income tax. I was one of those 
who then belicn•d nnd I am one of those who now believe that 

·an income tax shonld be altogether, or, if not altogether, pretty 
much retalne<l ns a reserT"e resource. I am one of those who 
believe that customs duties and tlle internal-reT"enue taxes ougllt 
to support the ordinary expenses of the Government. I think 
they should be so lcYie<.l a to harm nobody and to protect nnd 
enconrage indnRtrial pursuit , in oruer to enrich and not im­
poveri. h the people: and the matter of an income tax could be 
lying bnck in re erve, with the necessary macLincry ready, if 
yon plense, so th'.lt in time of war or great stress we could im­
mediately, as the Senator from Mi sL lppi has said, enlarge 
and proTide tlie necessary additional revenue. 

But there are some questions which arise in my mind; it n:.ay 
he becam;p I have not :_v{ot sufficient grasp of the bill. I recall 
with r0°Tet that one of the matter. wllich hns been before tllis 
body and beforn tl1e other body ever since I can remember, and 
tllen some, is the election of Senators by the people. Finally, 
nfler years and years of struggle nnd debate and profound con­
sider·11tion, we legislated, and. almost within the twinkling of 
nn eye we arc in the midst of trouble in the matter of knowing 
how to a1 .ply that measure to exL ting circumstances or know­
in!? exactly whnt the Jaw means. TJJere i an eminent man 
ra11ping at the door here for a eat in the Senate; he is worthy 
in every wny ; and the liYe que lion is, Unuer what circum­
i::tances and nncler what interpretation of the law can we per­
mit llim to take his seat? With that election-of-Senators law 
which we have just enacted with so mnch care and which 
cau .. ecl u to listen JJours and hours to constitutional Rpeecbes 
upon the matter, we are hung up in the air by a seeming~y sim­
ple matter following a bapnening thnt may occur a~ain at nny 
moment in the den.th of a Senator and the fil1ing of a Yacancy. 

~~ow, we may me t some very awkwn.rcl ituations in doing 
real bnsine. s under this proposed iLcome-tax: tariff law unle s 
we mo t carefully perfect the rncmmre before its pa sag . The 
0lher <lay I happened to 11 <1oiug .·om lm ·iness with the presi­
clent of a tru t company. My connection with thnt comp:my 
bacl l>een wllere they llnd nr tecl ns trustee for bornlholderR of 
certain small corporations wllieh other , with me, had bonded, 
nml whil it <lid. not come up in the nature of a complaint the 
pre:ident nonchalantly as:;:erte<l that unles the pending bill is 
changed in some manner he feareu it would be Yery awkward 
in its app1icntlon to tnst com11naies nnu to tho e who have the 
distribution of money collected for the coupons on bonds, and 
RO fortll. For instance, as be snicl, his company collected or 
pa i<l a great many coupons on bomleu companies. 

~Ir. WILLIA:l\IS. Bonds payable to bearer? 
~Ir. WARREN. Sometimes tJJey are registered and some­

times they are payable to bearer. They are issued or indorsed 
both ways, as the s~uator l·now._. A man up in Washington 
or Oregon ·ends down the coupon here, anu, as we understand 
the law, we shaU be compelled to enter upon our books collec­
tions as an nccount. with names of all collections and pa.y­
mcnts, and if we do that it mean 30 or 40 or more extra 
clerk ; we must then notify the parties in intere t that fhe 
money is there. Then we sha 11 Ila ve to ha Ye proof from him 
that Jt is duly accounted for in the way of nn income tax. or 
el e we e.l!all lmYc to subtract and pay here and enter up 
accor<.lin~ly on our bookR. 

Haye the Se11ator ::incl tl10. e who work with him tboron~hly 
canY:1. secl that situation? Tlley clid Yery much for it. I do 
not . :iy they lrn.ve not, but I want to know whether they ha Ye. 

l\Ir. WILLIAl\IS. I think we liaYe. 
~Ir. WATIREX. I want to E-av to the Senator that it seems 

to me the way to corr ctly figt1re out a bill is Just along n 
propoRition of thnt kinu of llow it will apply absolutely in 
::i.ctual business. All of u remember the old farmer saying 
thnt "the proof of the pu\.l<ling is in chewinrr the string." 

The Senator can see what an awk\Vard ·i.hmtion there might 
be if solllebody send down a little package of coupon to be 
co1le.ctcd anJ intende(l to l>e n11plied to paying an obligation 
of ll1s own. an<l he had to l>e lnrng up until be coulcl go before 
·ome L!nite<l States oflicer and make proper :i1li<J.ayit and hiwe 

proper pap('J"!'l execnted aud ent down here at an expense 
perhaps that woulc1 eat up n l:i rge portion of that income. 

l\fr. GALLI ~GER. I wm ask the Senator if coupons of that 
nntnre are not usually s 11t through the banks? 

l\Ir. WARRN... . They nre often l>ut in that case I can hnrcUy 
i:: llow it makes :my <1ifference. Somebody mu t be re pon­
Rible to the Government. It may be the tru t company in New 
York, it mny be iu Chicago, or it may be nearer home. I 

am only raising this 1nqu1ry for tlic purpose of ascertaining 
whether that side of the equation has l>een fully considered. 
If not, I hope it may be. 

Mr. WILLIAMS. In answer I will say to the Senator it 
gave us a great cleal of trouble and it gave those in the Honse n 
great deal of trouble. ·we were faceu with the que. tion of l>eing 
certain that they got the revenue, and we "·ere also faced with 
the question of <leducting at the source, which is the cuu. o or 
all the trouble, of course. We adopted that system because we 
di covered that in Great Britain and elsewhere without rais­
ing the rate it incrensed the revenue very mnclJ and also there 
were le s evasions unuer it. We ad.opted. generahy the principle 
of deducting at the source. 

l\Ir. "\YAH.REK The Senator will see that if it shoulcl be 
~ecessary for the banks and the trust com1m11ies to carry a 
llne of. acco~nts o~cn, purposely for this, and employ more help 
for dorng this bu mess, it would be a larger thing than a "Teat 
inconvenience to the owners of such securitie , becauseb the 
collecting agents would sceli: com1x'nsnlion for extra services. 

Mr. WILLIAMS. That is very true; it will increa. e tlle 
amount of bookkeeping by pnying at the source. It is unfor­
tunate, but it can not be avoided. 

Mr. WARREN. Can tho Scnntor a>oid all th~ delay? 
l\fr. WILLI.d.l\IS. The tax is pai<l at the . ource. Then if 

the taxpayer is not subject to the tax he mnkes a statement to 
that effect before the tax is actually i1aid if Ile chooses, or th 
comvany could make it for him, or if it is paid before any state­
ment is made, then he becomes entitled to a refu:od of it upon 
a proper showing in another clause of the bill. Of course, yon 
can not have an income-tax law upon the principle of deuuction 
at the source without tlJrowing some e.·tra burclens upon the 
people who pay tile tax and haYe the peo11le make a statement 
to the other people a to what they have done. To that extent 
the complaint i just, but it is unffvoidnblc. 

l\Ir. WARREN. I think I see in this e.·plnnntiou of thP Srna­
tor a go.od deal of delay and a gooc1 deal of e.·peuse. Is the Sen­
ator qmte sure that tho subcommittee has • I.mu t<'<.1 au its re­
sources in reducing that to n vlainer mode of handling? 

hlr. WILLIAl\I . Yes. 
l\Ir. WARRE.1. T. Because if everyone must wait until the 

proper proof is presented and all these recorcls are to lJe made, 
I cnn see that on a 4 per cent bond or a 3~ or G per cent bon1l 
a very large percentage is going to come out of the income all(l 
it goes not into the Government's hnnds, but into expeni:;es.' 

l\Ir. WILLIAl\IS. I was trying to find the proYision lJere. I 
can not lay my bancl upon it right now, but when we do get to it 
I will explain it fully to tlle Senator. I shoulll like to read it 
now. 

Mr. WARREN. I hope the Senator may, before the bill 
passes, give it further consideration. 

1\Ir. WILLIA.US. 'rhnt matter ha. had our full consideration. 
We ha<1 hearings upon it which la tell qnite awhile. It gave me 
personally a good deal of trouble and embana ment, anu it 
did to the committee. 

l\Ir .. SHERl\IA. .... l\Ir. President, I appreciate the diffi.cnlty 
in which the enator from 1\Iissi ippi find him elf in framing 
what would be entirely satisfactory to those interested in the 
trustee , nncl I think he is entirely col't"e t in snying that in 
many of the e things n workable or more perfected form of tlie 
law will not be had until we haYe trif'd it a \Vhl1c. I am not 
dispo. ed. to be at rill critical in the matter. 

Ir. WILLIAl\IS. Jut one word. Thr ~euator from Wyo­
ming will find wJJat I was referring to i in varagra11h D of 
this section. 

l\Ir. WA.TIRE~.... I underi:;tancl. 
~lr. WILLI.Al\IS. It l>cgin on pnge 172. nt line 17. I think 

if the Senator will read that entire parn"ra11h he will find the 
matter about ns well tnh'n care of a is pos ible with the 
limited ability of anybody to entirely avoid the absolute im­
pof':sibility of tllro,ving some extra lnbor upon tho e who must 
make the statements in order to pnJ at tlle source. 

l\Ir. WARTIE .. r. I notice with pleasure tb.i change from the 
original bill, but I hope the Senator will again still further 
elucidate it. 

:\Ir. SIIEIL\L\N. l\Ir. President, the <liscrn~slou originally be­
gan on the nmenument offered by the S nntor from South Da­
kota [i\Ir. CnA.w:rnnn], as I remember. I wi '11 to recur to that 
for a brief moment. The criticism in the ap111ication of the 
principle embodie<l in Urnt amcn<lmcnt i: thnt it taxes the thrifty 
and exempt tlJe proclign!. The same criti ism I am aware, nncl 
I know it is one of the cliillculties, would a1111ly to the saying 
of any actiYe person. If the i:;avings be out of property income 
there would be at the end of the year a surplu derived from 
that income, ancl thnt in turn invested would uecome prlncipnl; 
the 'principal would produce in turn income, :incl so on, in­
definitely. The earnings of any person from nny occupation or 
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profession would, if not spent in like manner, become principal. 
If by professional effort any person should earn a given sum 
annually and he spends half of it, he saves the other half. The 
half so saved in turn becomes principaL That prineipal is 
property. The savings from the income by professional effort 
or by any form of skilled labor or unskilled ty hand becomes 
property. At the end of any given period that saving is a prin­
cipal, and any income derived froID it is an income from prop­
erty, not an income from the earning capacity or the personal 
ability of the taxpayer in question. So, in every insta.nce it 
comes finally to the same result. I can see no c1iticism in the 
application of the principle embocliro in this amendment be­
cause of that reason. 

I believe in the classification that we ha:ve to make it is a 
just classificati-on to distinguish between those who have in­
comes from fixed investments of property and those who have 
incomes from earning capacity. That is the point involved in 
the amendment offered by the Senator from South Dakota. 
That distinguishing difference consists in the source of the 
income. The one is a stable, fixed investment in the form .of 
property, either in the form of credits or in the form of tangible 
property, either merchandise or realty, or any of the filfferent 
forms that personalty assumes. Those investments that pro­
duce an income from a property source I think are properly to 
be distinguished from those arising from the earning capacity 
of the individual. 4- public oflicei-, an employee, one who earns 
by professional ability, an architect, a musician, a lawyer, a 
doctor of divinity, a doctor of medicine, all are earning because 
of their personal .ability. _ 

I think the distinguishing line is as indicated in the amend­
ment. When there is a perfect Go-vm·nment tax rate it will be 
very low or reduced to a point where none of us will complain. 
Every taxpayer is an involuntary victim of the necessities of 
government. That will continue until the time when govern­
ment bas become so perfected that a lru_.ge portion of our ex­
penses will be rendered unnecessal.'y. That is a good way off. 
We will have to perfect human nature, and that is .so far away 
that it is purely an academic question. 

Here are the percentages on the estimates made by the report 
of the Senate Committee on Finance. If postal receipts be 
excluded, it is some $716,000,000 at present on the estimate and 
on the actual collection of revenue. The greater part of the 
Government income is from internal revenue and is in the 
nature of a direct tax, because it operates directly to increase 
the cost of the commodity. The internal revenue on this esti­
mate will be 41 per cent of the total income for the fiscal year 
ending the 30th day of June, 1914. Our customs duties will be 
37 per cent, our income-tax revenue will be not quite 10 per 
cent. The corporation tax will be 5 pm· cent. Our income from 
the sales of. public lands and from miscellaneous sources of all 
kinds constitute the other 7 per cent, making a total of 100 per 
cent, aggregating about $716,000,000. The rest of the 
$996,810,000 of the governmental income of the next fiscal year 
consists of $280,000,000 estimated postal receipts. 

So under this proposed plan of taxation there are · now on 
the estimate barely 10 per cent to be raised by an income tax. 
That is a very small part. I think you might justly increase 
within certain limits of the classification the taxes to be levied, 
and you might decrease appropriately the income derived en­
tirely from the earning capacity or, in ·other words, the per­
sonal efforts of the ability and industry of those who earn the 
income. 

Mr. WILLI.AMS. Now, Mr. President, let us go on with the 
bill. 

The PRESIDING OFFICER. The reading will proceed. 
The SEC.BET-ARY. The bill has been read down to the middle 

of line 13, on page 167, where the committee proposes the fol­
lowing amendment. On page 167, line 13, before the word 
"bequest," to insert the word "gift,'' so as to read : 

B. That, subject only to such exemptions and deductions as axe here­
inafter allowed, the net income of a taxable person shall include gains, 
profits, and income derived from salaries, wages, or ·compensati-On for 
personal service of whatever kind and in whatever form paid, or from 
profe sions, vocations, businesses, trade, commerce, or sales or dealings 
in property, whether real or personal, growing out of the ownership or 
nse of or interest in real or personal property, also from interest, rent, 
dividends, securities, or the transaction of any lawful busiD"ess carried 

n fo r gain ot• profit, <>r gains or profits and income derived from any 
~o1'1rce whatever, including the income from but not the value of prop­
erty a(!{luired by gift, bequest, devise, -or descent. 

The amendment was agreed to. 
The next amendment was, on page 1G7, line 18, after the 

word "contract," to insert "or upon surrender of the contract," 
so us to make the pro-viso read: 

P ror:lcled, That the pro-cPC'dS of life insuranN! policies paid upon the 
neath of the person insured or .pnyments made by or credited to the 
in:>m·ed, on life insurance, -endowment, or annuity contracts, upon the 
return thereof to the insured at the maturity of the term mentionro in 
the contract, or uoon surrenCJr.r of the contract, shall not be includ~d as 
income. 

Yr. CUMMINS. Mr. P1-eside-nt; before we go further with 
the bill I want to make a suggestion to the Senator from Mi~sis­
sippi {Mr. WILLIAMS]. I make it through the medium of an 
amendment, which I now propose. 

I moye that all that part of paragraph lIUliked "B," under 
subdivision 2, on page 167, down to and including the word 
" descent," in line 13, be stricken out. 

I want the Senator from Mississippi, the committee, and, in­
deed, all the Senators on the other side of tbe Chamber to under­
stand that I offer this amendment in a friendly spirit. I am 
quite as mueh in favor of the income tax as any of th-em can 
possibly be. 

It ought not to be forgotten, however-and 1 am now speak­
ing to the lawyers on the other side; I want to make a lawyer's 
argument and not to raise at this moment any question of 
policy-that the .authority of th-e Congress of the United States 
with regal'd to this subject is not unlimited. Our power is not 
like the power which Great Britain exercises over the subject. 
It is not like the power which the several States exercise over 
the subject. It is a power granted in article 16 of th~ Consti­
tution, and I will read it: 

Congress shall have power to lay and collect taxes on incom€s, from 
whatever source derived, without apportionment among the se-.eral 
States, and withoot regard to any census or enumeration. 

Our authority is to levy a tax upon incomes. I take it that 
every lawyer will agree with me in the conclusion that we can 
not levy under this amendment a tax upon anything but an 
income. I assume that every lawyer will agree with me that 
we ·can not legislatively interpret the meaning of the word 
"income." That is purely a judicial matter. We can not en­
large the meaning of the word "income." We need not le-vy 
our tax upon the entire income. We may leVJ it upon part of 
an income, but we can not levy it upon anything but an income~ 
and what is an income must be determined by the courts of 
the country when the question is submitted to them. 

I think there can be no controversy with regard to those 
propositions. I am very anxious that when this bill shall haYe 
passed it may be effective, that its operation may not be sus­
pended or delayed through a resort to legal tribunals. 

Mr. FLETCHER. Mr. President--
The PRESIDING OFFICER. Does the Senator from Iowa 

yield to the Senator from Florida? 
Mr. CUMMINS. I yield to the Senator. 
Ur. FLETCHER. I should like to inquire whether the Sen­

ator means to state that Congress can not by statute define 
what shall be regarded as an income tax'? 

Mr. CUMMINS. I do not think so, Mr. President. The word 
"income" had a well-defined meaning before the amendment 
of the Constitution was adopted. It has been defined in all the 
courts of this country. When the people of the country granted 
to Congress the right to levy a tax on incomes, that right was 
granted with reference to the legal meaning and interpretation 
of the word "income" as it was then or as it might thereafter 
be defined or understood in legal procedure. If we could call 
anything income that we pleased, we could obliterate all the 
distinction between ,,income and principal. Whenever this law 
comes to be tested in the courts of the country, it will be found 
that the courts will undertake to declare whether the thing 
upon which we levy the tax is income or whether it is .some­
thing else, and therefore we ought to be in the highest degree 
careful in endeavoring to interpret the Constitution through a 
statutory enactment. 

Now, let us see. Subdivision 1 says: 
That there shall . be levied, assessed, collected, and. paid annually 

upon the entire n(!t income-
.And so forth. 
That is a deelaration which is fair, which is constitutional, 

which is complete. If we wanted to do it, we could levy a tax 
u:pon the gross income. The bill chooses to levy the tax upon 
the net income; and that is entirely within our power, because, 
as I suid before, we can diminish the operation of the Con­
stitution; that is to say, we need not levy the tax upon the 
entire ineome; but we can n-ot enlarge the operation of the Con­
stitution and lcry a tax upon anything but income. Th~refore, 
it seems to me that the bill ought to continue throughout its 
length in the language with which it begins, namely, that we 
levy a tax upon the entire net income of the citiz.ens of the 
United States who fall within the provisions of the bill. 

With these observations in view, I want to read that pai·t 
of the bill which my amendment seeks to eliminate, on page l67. 
It is as follows : 

B. That, subject only to such exemptions and deducti-0ns as are 
hereinafter allowed, the net incom~ or a tux.able person shall include 
gains, profits, and income -deriv-ed from salari€8, wa.ges, O.i" compensa­
tion for personal -service ·of whatever kind and in wbate-.er form puid, 
or from professions, vocations, businesseN, trade, commer-ee, or sales 
or den.ling-a in property, whether real or personal, growing oat of the 
ownership or use of or interest in real or personal property, also from 

( 
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interest, rent, dividends, securities, or the transa<;tion of uny lawful 

fusiness carried on for gain or profit, or gains or profits and income 
erived from nny source whatever, including the income from but not 
he value of property acquired by gift, bequest, devise, or de cent. 

l\lr. WILLIAMS. Mr. Presrnent, I want to offer an amend­
ment at that point to cure u defect. After the word "sales," in 
line 6, there ought to be a comma. . 

l\lr. CUMMINS. I do not, of course, found my amendment 
upon any omission of that kind. 
· l\Ir. WILLIA.MS. I merely want first to perfect the language, 
if there is no objection. 

.Mr. BilANDEGEE. Right at that point-if the Senator from 
Iowa will pardon me-if the Senator from Mississippi inserts 
ti. comma after the word "sales,'' he do2s not intend--

1\fr. WILLIAMS. It reads, "bu ines es, trade, commerce, or 
snles"--

Mr. BRA.NDEGEE. It reads "sales or dealings in property." 
Mr. WILLIA.MS. It refers to profits derived from any sort 

of sales-profits derived from "sales or dealings in property." 
l\Ir. BRANDEGEE1 Why haYe the words "in property" 

after " dealings " and not after " sales "? 
l\Ir. CUMMINS. Mr. President, I hope the amendment sug­

gested by the Senator from l\lississippi will be allowed "·ithout 
any controversy, because my amendment is not invol"red nor 
does it concern that correction. 

The VICE PRESIDENT. By unanimous consent, then, the 
amendment proposed by the Senator from Mississippi will be 

. agread to. 
Ir. CUMMINS. It will be observed that here is an attempt, 

Mr. President, to define the meaning of the word " income," to 
de cribe its scope, to determine its effect. ·I reiterate that the 
attempt will be ineffective and may be exceedingly dangerous. 

Great Britain might employ such words as these in modifica­
tion or explanation or enlargement of the word "income," be­
cause Great Britain has no constitutional restriction upon her 
Parliament. A. State might use these words with perfect pro­
priety, because a State has a right to include whatever she likes 
within the meaning of the word "income"; but the Congress 
has no right to employ them, because the Congress can not 
affect the meaning of the word " income " by any legislation 
whatsoever. The people have granted us the power to levy a 
tax on incomes, and it will always be a judicial question as to 
whether a. particular thing is income or whether it is principal. 

Mr. LEWIS. Mr. President, k.nov;,ing the Senator from Iowa 
to be an excellent lawyer, will be give me his views on this 
point: Does the Senator contend that the word "income," there­
fore, as stated in the Constitution, must be construed to mean 
what it meant and was understood to mean at the date of its 
adoption as part of tl:e Constitution? 

Mr. CUMUINS. I do not so say. What I have said is, how­
ever, that it is not for Congress to interpret what it means; it 
is for the courts of the country to say, either at this time or at 
any other time, what it means. If it were within the power of 
Congress to enlarge tt.e meaning of the word " income," it could, 
as I sug"'e ted a moment ago, obliterate all difference between 
income a.nd principal, and obviously the people of this country 
did not intend to give to Congress the power to levy a direct tax 
upon alf the property of this country without apportionment. 

Mr. LEWIS. Then, assuming that the matter would hm·e to 
be determined finally by the court, which concession we all must 
make, would the Senator's legal mind revert to the theory that 
the court, then, wouJd have a right to define the word "income" 
to mean whatever was understood judicially by "income" at the 
date of the adoption of this act? 

Mr. CUMMINS. I do not accept that at all, because it is en­
tirely beyond the domain of Congress. In 1789, I believe, the 
people of this country gave Congress the power to regulate com­
merce among the States. It is not within the power of Congress 
to ay what commerce i . " Commerce " may mean a very dif­
ferent thing now as compared with what it meant in 1789; it 
has broadened with the times; the instrumentalities have 
.changed with the course of years; but Congress can.not make a 
thing commerce. The court must declare whether a particular 
regulation is a. regulation of commerce, and in so declaring it 
defines for the time being what commerce is. 

Why, Mr. President, should Congress attempt to do more than 
is declared in the first section of the proposed bill? It is right; 
it is comprehensible; it embraces everything-no, I will with­
draw that; it does not embrace the full power of Cougres , be­
cause Congress can levy a tax upon gross incomes if it likes; it 
may diminish the extent of its taxing po-wer or not exercise it 
all; it may exclude certain things from the taxing power that it 
might include; but it can not change tlle character of tlle taxa­
tion; and when it is declared in the first lines of this bill that a 
tux is le1ied upon the entire net income of all the citizens of 
this country, we haT'e exerci eel all the power we have. If we 

desire to limit ourselves to net income, we can not define "net 
income"; we can not rny what shall be included in income ancl 
what shall not be included in income. We are only prepa1·ing 
our elYes for delay, for disappointment, und possible defeat if 
we endeavor to interpret the meaning of the word" income." 

l\fr. SHIVELY. l\fr. Pre ident--
The PRESIDING OFFICER (Mr. CHILTON in the chair). 

Does tlle Senator from Iowa yield to the Senator from Indiana? 
l\Ir. CU.l\DHNS. I do. 
l\Ir. SHIVELY. I can readily agree with the Senator that 

the courts will finally give a definition of "income"; but that 
does not prevent Congress from limiting the application of the 
word in legislation. 

l\fr. CU.1\Il\HNS. Not at all. I have so said. 
Mr. SHIYELY. If the Senator will observe the words "ex­

cept as hereinafter pronded" iii the first subdivision of this 
section--

1\Ir. CUMMINS. I have not sought to strike out any part 
of the limitations save the gift devise, bequest, or descent, all(.1 
I do not think there is any man in America, were it not for 
what precedes those word , who would contend or could con­
tend that a gift or dense or bequest of property or property 
coming to one by descent is income. I never heard of it being 
so construed, and it is not possible that it could be so cou­
strued. It would not ha:re been put in there were it not for 
tlle attempted enlargement of the word "income" coutained iu 
the previous part of the paragraph . 

Mr. WILLIA.MS. How does the Senator think that is an 
attempt to enlarge it? Tell us specifically to what words the 
Senator refers. 

l\fr. CUl\BHNS. Mr. President, if it has not that effect, or 
attempted effect, it can have none. It is certainly not au 
attempt to limit or to restrict the meaning of the word "in­
come"; and if it has not the effect or if it is not thought or 
if it was not in the mind of the person who drew it to enlarge 
the meaning of the word " income," then the draftsman of the 
bill has offended against the first principles of legislation by 
incorporating lanauage that is absolutely meaningless. 

l\fr. WILLI.AMS. Now, if the Senator will pardon me a 
moment--

The PRESIDING OFFICER. Does the Senator from Iowa 
yield to the Senator from Mississippi? 

Mr. CUMMINS. I do. 
Mr. WILLIAMS. It was not the intent there to enlarge or 

to stretch the meaning of the words "net income " which is the 
income referred to here, and not gross income a't alJ. 

l\Ir. CU.1\IUINS. I have not said it was gross income. 
Mr. WILLIA.MS. . The Congress in undertaking to specify 

what it proposes to tax does undertake neither to enlarge nor 
to restrict the meaning of the words "net income,'' but to 
define their meaning for the purposes of this bill, for the pur­
poses of this taxation. It may be that a court might come to 
the conclusion that Congress had wrongfully defined the term. 
If so, the court will correct the definition, and if the court 
corrects the definition, then this bill will be to that extent 
altered or changed; but the contention is that this is a correct 
definition of the articles which, under a bill seeking to tnx net 
incomes, will be taxed. The question I asked the Senator was 
in what respect he thinks that this definition enlarges the 
meaning of the words " net income " or restricts them, either? 

l\Ir. CUMMINS. Mr. President, as I remarked before, if these 
words qualifying, modifying, and explanatory are not intended 
either fo enlarge or to restrict, they are entirely u eless. I 
think, however, with deference--

Mr. WILLI.A.MS. Does the Senator think it is useless in a 
tax bill to try to define the thing you propose to tax? 

Mr. CUMMINS. l\Ir. President, I do think in this instauce 
that it is worse than useless ; I think it is dangerous, and I will 
proceed to show why. 

Mr. SIMMONS. Mr. President--
The VICE PRESIDENT. Does the Senator from Iowa yie1t1 

to the Senator from North Carolina? 
Mr. CUMMINS. I do. 
Mr. Sii\IMOXS. I readily agree with the Senator in his con­

tention that we have no authority to tax anything except in­
come, and I readily agree with him that, in the last analysis, 
the court must decide what is income and what i not income: 
but before the court can get jurisdiction of that que tion, th re 
mm~t be a levy; there mu t be an assessment; there must be 
an attempt to collect. I can see no other way in which the 
court could possibly acquire jurisdiction. So that before the 
matter can e>er reach the court there must be some one who 
will decide tlle question of what is "income." 

Mr. WILLL'L\IS. -And describe the p:-operty to be 1erie<l 
upon. 

----
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l\Ir. SIMMONS. And, as the Senator from Mississippi very 
properly says, describe the property to be levied upon. The 
Senator from Iowa says, as I understand him, that it is not com­
petent for the Congress to define what is income and what is not 
income. Then, the only conclusion from the Senator's argu­
ment is that we ought simply to levy a tax against incomes and 
stop. Suppose we should do that, who then can decide the 
question of what is income and what is not income, seeing that 
that question must be decided before the court can acquire the 
jurisdiction to determine the question of whether or not the 
thing taxed is income? 

Are we to leave it to the officers of the taxing branch of the 
Government to determine what is income? Are we ourselves 
to hold that we have not the authority to define the word, but 
that the officer of the law bus the authority to define and deter­
mine it? It seems to me that is what the Senator's argument 
would lead to. I may be mistaken about that; he may have 
some way in his mind by which we could reach a determination 
of what is income otherwise than through the definition of 
Congress or through the decision of the officer of the Ia w, but 
I can not myself see how we would select the things upon which 
this tax is to operate except through a definition of the word 
"income" by Congress, or a definition of the meaning of that 
word by some subordinate officer of the law. 

i\Ir. CUMMINS. Mr. President , the difficulty with the Sena­
tor from North Qarolina is that he does not distinguish be­
tv:-een a requirement in the law for a return to an administra­
tive officer of the various matters included within this para­
graph and a declaration that the income shall include these 
things. 

hlr. SIM.MONS. Yes; I do. The Senator is mistaken. 
Mr. CU:Ml\!INS. Mr. President, there is a very great differ­

ence. I agree with the Senator from North Carolina that it is 
quite within the province of Congress to require the citizen to 
make a return including his gains and profits and income from 
his sales and' dealings of all kinds. That is entirely within 
our power; but it is not within our power to declare that these 
things shall be included in the income. 

Mr. Sil\IMONS. The Senator is mistaken when he says I 
have not considered that. I ha-rn considered that as the third 
·alternative. If Congress has not the power to decide, if the 
officers of the law charged with the enfoi~ement of the law 
have not the power to determine, then the only other person 
who could have the power is the man . who is to pay the tax. 
Would not the Senator's position, therefore, force him into the 
attitude of maintaining that the proper person, in the first 
instance, to determine what is income and what is not income 
is the man who pays the tax, and, next, the court? 

1\lr. CUl\HIINS. I do not think so, Mr. President, nor do I 
think my suggestion leads to that result. I have no doubt about 
the power of Congress in requiring those who. are t~ make re­
turn to include their gains and profits and their dealings of all 
kinds and from that return I have no doubt that it is within 
our power to give to the taxing officer the right to discover 
the amount of the net income, and, if his judgment be wrong, 
the taxpayer can question it, and finally the court mu~t deter­
mine it. That is not what is sought to be done in this para­
graph. We are attempting to define what "net income" is 
and of what it is composed, and what we may lawfully tax. 
But I want to read now what this means--

Mr. Sil\11\IONS. Before the Senator leaves that point, does 
not the Senator think that it would be a great deal better for 
·us in the first instance, to indicate as best we can what the 
legislative judgment is as to what constitutes "income" and 
l'equire the taxpayer to account for his income upon all of those 
particular things? If we make a mistake and include in our 
desiO'na.tion of what is "income" something which is not in­
com~ but is property, then, of course, the court would come in 
and ~ettle that controversy. Does not the Senator think that is 
better than to leave it to the taxpayer to determine in the first 
instance what is "income,'' and then leave it to the officer to 
correct him if he should make an error, and bring it into court 
in that way? 

l\Ir. CUi\fl\ffNS. Mr. President, I do not think it is better. 
There is just this difference between the two courses : The 
course suggested by the Senator from North Carolina will end, 
if Congress makes a mistake, in the declaration that the law is 
unconstitutional and of no effect. 

l\Ir. SIMMONS. Why, l\Ir. President--
Mr. CU.Ml\IINS. Just a moment. The other course will end 

in a correction of the report of the inilividual taxpayer, and 
the law will continue to be enforced. according to the Consti­
tution. 

111r. STERLING. Mr. President--
The VICE PRESIDENT. Does the Senator from Iowa yield 

to the Senator il'brn North Dakota? · 
i 

Mr. CUMMINS. I do. 
l\fr. STERLING. I should like to ask the Senator from Iowa 

if the courts, in construing the \lord " income," would not take 
into consideration the usual and ordinary signification of that 
word? 

l\Ir. CUMMINS. I have no doubt of that, l\Ir. President. 
l\fr. STERLING. And the court would have recourse to a 

standard dictionary, would it not, in construing that word? 
Mr. CUl\IMINS. Unquestionably; and not only so, but to the 

common acceptation of the word and to the judicial opinions, of 
which there have been very many, in which the word has been 
considered. 

1\lr. STERLING. If in the definition of the word "income" 
as given in a standard dictionary the words "gains and profits" 
are also given as synomymous .with the. term "income" would 
there be anything wrong in the use of those words in the sec­
tion to which the Senator refers? 

Mr. CUMMINS. I do not think there would be, although 
they would be wholly unnecessary . • But, of course, the point 
I make has no reference to the use of the words " gains and 
profits." 

.l\Ir. CHILTON. Mr. President, will the Senator allow me? 
The VICE PRESIDENT. Does the Senator from Iowa yield 

to the Senator from West Virginia? 
Mr. CUMMINS. I do. 
l\!r. CHILTON. I agree with the Senator that the Congress 

can not add to nor take from the word " income" ; but it seems 
to me the Senator has done injustice to the T"ery language of the 
bill . . 

l\Ir. CUl\11\lINS. I have not pointed out my objection to the 
clause I ain seeking to strike out, for I have not been permitted 
to advance that far. 
· l\fr. CHILTON. Well, so far as the Senator has gone. Let 
me offer this suggestion: On page 167, beginning in line 3, it is 
provided that the "income derived from salaries, wages," and 
so forth, shall be included. It has to be income before it can 
be taxed, no matter how it is derived. We could say that only 
income from salaries or income from property or income from 
interest should be taxed. We have simply mentioned certain 
things; but they must be income before they can be taxed. We 
use the very language of the Constitution. 

Mr. CUl\11\HNS. Of course, if that be true, Mr. President, 
then it is simply saying in another way that these words are _ 
entirely meaningless and useless; and I have never favored the 
introduction of words that can have no other effect than to con­
fuse, even though they haw no material bearing. The Senator 
from West Virginia [l\fr. CHILTON], however, is not, as I view 
it, quite accurate when he says that "income" as used in this 
paragraph necessarily means such income as gains and profits, 
in view of what is subsequently found in the paragraph. 

Now, allow me to read a little further: 
Or from professions, vocations, businesses, trade, commerce, or sales 

or dealings in property, whether real or personar, growing out of the 
ownership or use of or interest in real or personal property. 

I was led to offer this amendment largely on account of a col­
loquy I had with the Senator from Mississippi [1\Ir. WILLIAMS] 
the other day, who seems to have become indifferent and who 
does not regard the matter as worthy of his attention or pres­
ence. I recall, however, the Senate to the colloquy that I men­
tioned a moment ago. I asked this question : 

The Senator from Misc;;isslppi must certainly understand what I am 
trying to say. If applied to a general business, in which purchases and 
sales take place and gains and profit s are reckoned, I can very well 
understand that the Senator from Mississippi is right, under the Jan­
IP.:lage of this bill. But suppose 10 years ago I bad bought a horse for 
lfi900, and this year I had sold him for $1,000, what would I do in the 
way of making a return? 

Mr. WILLIAMS. I will tell the Senator precisely what be would do. 
Mr. CUhlMINS. I mean, what would other men do? 
l\Ir. WILLIAMS. I know ; but what I mean is precisely what the Sen­

ator would do, or precisely what he ought to do. He bought the horse 
10 years ago and sold him this year fo1· a thousand dollars. 'l'hat thou­
sand dollars is a part of the Senator's receipts for this yea r, and being 
a part of his receipts, that much will go in as pa rt of bis receipts, and 
from it would be deducted his disbursements and bis exemptions and 
various other things. 

l\Ir. Cu .~LUI:N"S. Would the price I paid for the horse originally be de­
ducted? 

l\Ir. WILLIAMS. No ; because it was not a part of the fran sact ions in 
that year; but if the Senator tumed around a nd bought a nother horse 
that year, it would be deducted. 

l\Ir. CUi\IMINS. l\Ir. President, the answer of t he Senator from Missis­
sippi bas disclosed very clearly the wealmcss that I have been a t t empt-
ing to point out. · 

I am not sure, l\Ir. President, and I do not a ssert, thnt tllese 
modifying, qualifying, and explaining nhrases w iil render the 
effort of Congress unavailing. I do not assert that they mu:_;it 
necessarily be construed as unconstitutionn l. I clo a ssP.rt, ho,,._ 
ever, that we are putting the law in a jeo11n rdy wh icb rnn v 
easi1y b~ avoided. If the answer made by the Senator frm• t 
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1\Iississippi to the question I propounded day before yesterday 
is <:orrect, th-en the l.aw is .unconstitutional. 

Then there is an effort here to convert what js ()bviou.sly JJrin­
cipal into income, and dt was because the di£tingui£hed Senator 
from Mississippi held that view of the paragraph that I intro­
duced the amendment that is oow pending, 

I do not intend to continue the ,argument fmther. I will 
only say that I belie-ve the \\lords that are used .here can per­
form no useful function. I belieTe that in describing what is 
to be taxed the words " net income" are as comprehensi~e 
and as ecmp1ete as any words that can be f011I1d in the English 
language, and therefore that we ought not to imperil or .hazard 
the bill by attempting to emphasize them or to explain them 
or to enlarge .them. 
If the Senate will .return to the paragraph immediately before 

this-and it is typical of two ·other provisious in the bill, I 
think-it will be seen that th.ere is an effo rt t o declarn that 
undivided profits in a eorpomtion .shall be r er1 'n.ed us in<:ome 
of the .shareholders. In my ·OFlinion tha t can not be accom­
plished in .an_y such way. The unditided profits are not the 
property of the shareholder, from a legal standpoint. .Although 
be may be in pa.rt the .equitable -OW'Iler of all the pro1Jerty of 
the corporation, he is no more the equitable -0wner of the undi­
vided proms than he is the equitable owner .of a .sh.a.re in all 
the property of the corporation. I agree that there ought to 
be some way of r eaching these undivided profits~ but just so 
surely as you attempt here to broaden the .meaning of the word 
"JD.came,., so us to make it include property that belongs to a 
corporation which it migb.t distribute to its shareholders, but 
which it has not distributed:, you will imperil the bill a:nd .meet 
disaster when you come to enforce it. 

I pass now from the legal question to another subject that is 
closely associated with it, and I reach a question of policy. 
I come to the part of the committee amendment -0n page 169. 
I ,grant that here we are within the field of complete authority, 
so far as Congress is concerned. -Congress can -Oeduct fr-0m an 

-income, in order to reach a taxable part of the income, anything 
it pleases. It can deduct a quarter of it, or it can deduct a 
half of it, or 1t ean deduct all of it. This, therefore, does not 
relate to the canstitutional authority oi Congress. 

1: read from the committee amendment: 
That in computing ne.t income for the pm'j)ose of the :normal tax 

there shall be allowed as deductions : First, the necessary expenses 
achmlly paid in canying nn any business, not including personal, liv­
ing, or family .expenses. 

[ .hav-e no '°bjection to that, filthough I think there will be 
vast difference of opinion in regard to the construction or mean-
ing of the word "personal." ' 

:Second, all interest paid within. the year by a ta.sable person on in­
debtedness. 

I have objection to that. This whole paragraph is framed 
upon the idea that the capital Qf the individual must be pro­
tected intac.t, IDUSt be preserved ; that he can use any part of 
the income he likes for the 1·epair of the capital with which he 
entered the year and have it deducted from the income. The 
principle is m·ong. It ought not to be in any income-tax law. 
It is not a part of the 'PUrpo.se of an income-tax. law to guar­
antee that the capital shall be maintained. If the capital is 
lost, there will be a diminished income the following year upon 
which to levy the tax.; but the ta:x:a"ble income .should not be 
depleted by withdrawing from it a sum sufficient to .maintain 
the .capital, unless the income arose out of a business in which 
the capital was employed. 

Third, all national, State, county, school, and munieipal taxes paid 
within the year, not including those assessed against local benclits. 

There can be no objection at all to that deduction. 
Fourth losses actually .sustained during the year, incurred in trade 

or arising from :fires, J>torms, or shipwreck, .and not C<>mpensated fer by 
insurance or otherwise. 

This deduction is partly rlght and partly wrong-partly so 
wrong that it is utterly indefensible. 

.Suppose I earned $20,000 a year in the practice -0f my pro­
fession, and .during the same year I speculated upon the Board 
of Trade iu Chicago and lost $20,000, I would not taxable 
at all under this provision. 

Mr. WILLIAMS. How does the Senator arriYe ..at that -con­
clusion? 

Mr. CUM1illi~S. Simply because I have lost $20~000 in trade, 
and it would not be compensated for by insurance. 

Mr. WILLIAMS. Does the Senator call spec:ilation in 
futures trade? 

Mr. CUMML ~s. Certainly it is trade. Why, the very 
organization through whieh it is carried on is called a board -0f 
trade. It is trade in the most literal sense of the word. 

Mr. WILLI.A.MS. It is no IBDre trade than betting on a 
horse race. 

Mr. CUMMINS. I sa.y it is trade. The Senator from Uis­
siss:ippi :says it is not. .But snppase I had bought 10,000 bushels 
of oats from a farmer and had lost $5.,000 on it. That would 
bee trn.de, would Jt not? I was not including the .speculating 
or the gambling idea in the oggesUon I made .a moment ago. 
But it !is trade as pure and simple as any other form of busi­
ness; and yet because I had lost a pa.rt nf my capital in doing 
a business th.at was entirely disconnected with the Profession 
out of whieh I earned my income, I could use a part of my in­
come to repair my eapital -and deduct it 1n my i·etnrn. 

'l'here is no equity in it. There is no reason in it~ There ia 
no principle 'in it As it seems to me, we ought to confine 
losses in business or in trade to the losses in the business or 
the trade out of whieh the profit 01· the income is made; and 
we ought not to permit an income derived from one source to 
be used for the purpose of paying either debts or losses incuITed 
in some entirely distinct busine..,s OT trade. 

Mr. BRANDEGEE. Mr. President--
The VICE PRESIDENT. Does the Senator fmm Iown yield 

to the Sena.tor irom Connecticut? 
Mr. CUMMINS. I do~ 
Mr. BR.A.J\'DEGEE. I wish to ask the Senatol· whether, in 

his opinion, the profits of speculation would be a part of the 
income which should be ta::x:ed? 

Mr. OUM1\IIN8- Undoubtedly; unquestionably. 
1i1r. BR.ANDEGEE. Then why should not the losses incurred 

be deducted? 
Mr. CUMMINS. There is no more doubt about it than that 

tw--0 and two make four. 'I assume that th-e Senator from Mis­
sissippi was not serious in the comment he mad~. 

Mr. BRANDEGEE. My inquiry is, If the profits made from 
the speculation which the Senator from l\fississippi trunks W"onld 
n-0t be trade would be ·a legitimate object of taxation .as inoomE; 
why wou1d not the losses incurred in the same -speculation be a 
legitimate doouction from income? 

Mr. OU.lll\IINS. They should be if the business, being reck­
onw up at the end of the year, shows a profit. Then it becomes 
a part of the income and should be taxed. If it shows a loss, 
th.ere would be no income arising from it, and it should not be 
taxed. But it is proposed here that if one is engaged in that 
sporadic business in which so many .Americans are engaged, and 
in which so large a part of our incomes are dissipated, he can 
take the profit ·Or the income he b.as from some other vocation 
or profession 01· trade and use that profit or income t;o make 
good ms losses in the speculation <>r trade to which we nave 
referred. 

Mr. 0.A.LLL~GER. Mr. President, if the Senato!· will permit 
me, departing from the argument as to th~ purchase of stocks 
in the market, how would it be 1f a man legitimately bought, 
say, railroad stocks! As an illustration, not long ago the stock 
of the Boston & Maine Railroad Co. was selling .at over 200 a 
share. To-day it is selling at 63. Suppose a man bought a 
thousand shares of it at the former price, would the loss he 
sustained be a proper deduction? 

Mr. OUUI\llNS. Undol:lbtedly, if it could be ea.lied " in 
trade." The general purpose of this paragraph is to insure the 
capital -0f the _person, so that at the end of the year the capital 
will be a.s great as it was at the beginning of the year. There 
are exceptions to that here; but that is the general idea of 
the _paragraph, and it is a false idea in the preparation of ..an 
income-tax law. 

Mr. SHIVELY. If his losses were actually greater than his 
gains, there would '.be no net income. 

'.Mr. OUMMINS. Yes; that is true. That is, if a .man h?-d 
$100,000 -0f property at the beginning of the year and it was 
destroyed in .some fashion or other, or if he em.barked it in 
a venture of any .kind and lest that property, even though he 
bad an .income of $100,000 from some other source, he could 
take the income from the other source and repair his losses of 
capital and have no income. That is the purpose of the _para­
graph. If you think that 1s right, y.ou have ex_pressed it 
very well. · 

Mr. SHIVELY. Let us take the illustration the Senator has 
just used. Suppose he has $100,000, half .of which is embarked 
in buying and selling grain and the other half in buying .and 
selling live stock. Suppose in the grain business he loses $5,000 
during the year and in the live-stock bu.siness he gains $5,000 
during the year. Would the Senator say there was any net 
inc-0me? 

J\Ir. CUM1\11NS. I think there would not be. 
l\1r. SHIVELY. Then I do not understand the -0bjectiDn of 

the Senator to this particular clause of tile hill. 
Mr. CUMMINS. The objecUon is this : In the case just put 

by the Senator from Indiana, here is a business in which a man 
is engaged. At the end of the :rear it is to be ascertained 
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whether there is any net profit growing out of the business. Of 
course all the losses are considered, all the gains are considered, 
and the result determines whether there is any income from the 
bu iness. But I put the case again: Suppose I am not in busi­
ness at all, but I have $100,000 a year corning to me from the 
rent of property. I take $100,000 and invest it in a mine in 
Utah, nnd during the-year I reach the conclusion that the mine 
is not worth anything. I deduct that $100,000 from the $100,000 
of rent I have received, and the result is that I am a man with­
out an income. If that is the real purpose of the framers of 
the bill it is exceedingly well phrased. 

1\Ir. SHIVELY. You would be without a net income for that 
year, of course. 

Mr. CUl\Il\IINS. I ditl not suppose it was intended to do 
anything of the kind. In the case I haYe just put I dicl not 
suppose it was intended to guarantee a man's capital and to 
repair all the losses he might sustain in any venture into which 
he might enter. I do not beliern that is a fair foundation for 
an income-tax law. 

Mr. SHIVELY. . But, Mr. Pre ident--
Mr. CUl\Il\IINS. If the Senator will permit me to proceed 

j.ust a little bit further, he will see the full scope of my views. 
Mr. SHIVELY. Very well. 
Mr. CUl\fl\IINS. We then come to debts: 
Fifth, debts due to the taxpayer actually ascertained to be worthless 

and chai·ged off within the year. 

Suppose 10 years agv n man had given me his note for 
$100,000. I had thought it to be good. I had carried it as a 
part of my principal, a part of my property. This year I have 
an income of $100,000 arising from the practice of the law or 
from rents or anything else. I discover this year that the man 
who made that note, who has had nothing to do with my in­
come, who has not contributed in any way toward it, who is Rot 
in any way interested in the bu iness out of which my income 
arises, has become bankrupt and that he never will pay the note. 
I am permitted by this bill to deduct $100,000 from my income, 
and again I am a man without an income, although I had just 
as much income as though the man had remained soh·ent. I 
have simply lost a part of my capital or property, and it is pro­
posed here to repair that loss by deducting its amou~t from my 
income. I do not mean now, of course, that it is repaired in 
the sense of being made good, but it is repaired to the extent 
of not making me pay a tax upon the income. 

l\Ir. WILLIAMS. Will the Senator permit me to make a 
suggestion? 

1\fr. CUl\I::\fINS. Certainly. 
l\fr. WILLIAl\fS. A part of the Senator's confusion of 

thought grows out of the fact that be forgets that in au book­
keepinO' there is a debit side and a credit side. A man would 
have c%unted among his credits this note that he thought was 
good, and that would go in as a part of his gross income. Now, 
mind you, I say "gross income." •.rben he ascertains that it 
is worthless, and this provision permits him to charge it off 
and deduct it; that is all. 

It is just like the Senator's horse illustration the other day, 
which proceeded upon the idea that a man did not keep ::my 
books, and that, when he got u thousand dollars for a horse, in 
rendering his return for the receipts of $1,000 he did not also 
debit himself with the fact that he had lost the horse. It wus 
the profit inyolved in the horse trade that '\YUS taxable, not the 
total receipts for the horse. 

Here you are making a serious argument that we should not 
permit a man to strike off a worthless note after he has made 
return of all his bills payable as a part of his income, or the 
things that constitute a part of his income. You are really 
altogether losing sight of the fact that there is another side to 
the ledger. 

1\Ir. CU~lMINS. No, Mr. President; I am not. I am not in 
the least confused about bookkeeping. 

l\Ir. WILLIAMS. Any man would haye a right to strike 
off that note if he had put it on the other side of the ledger. 

1\fr. CU~DHNS. Of course profits do not consist in the 
difference between the amount of assets and the amount of 
liabilities. A - man might haYe $100,000 of assets and but 
$10,000 of liabilities, arid not haYe any income at all. The 
Senator from Mississippi apparently forgets the way in which 
people arriYe. at their profits or their losses. 

l\Ir. GALLINGER. Mr. President, I had supposed, from n 
casual reading of the bill, that the loss had to be sustained <l.nr­
ing the year; but I infer from what the Senator says that it 
may date back. 

.1\Ir. CUl\11\IINS. Oh, it may date back indefinitely. 
1\lr. GALLINGER. As an illustration, a man abandons bis 

profession, as I abandoned mine, and turned oyer my books to 
a collector, and he reports to .me dtu·ing the next year that he 

finds $0,000 uncol1ectible. Would that enable me to come here 
and say that I had sustained ·that loss under the terms of the 
bill? 

l\fr. CUMMINS. Certainly. 
Mr. GALLINGER. I think that is extraordinary. 
Mr. CU1\11\1INS. The difficulty is, if I may again remind the 

Senator from Mississippi about bookkeeping, that this provision 
has in view men who are_ carrying on a business such as mer­
chandising or banking or manufacturing. Those are the con­
ditions which are really covered, and accurately covered. I 
have not a word of objection to the bill as it relates to such 
enterprises. But when you come to apply the bill to nine iveu 
out of ten who will be called upon to pay a tax under it, it is 
not accurately adjusted to their affairs, nor is it expresseu so 
as to do justice to their affairs. When you come to profits ancl 
losses and incomes, you can not group all the individuals of 
this country under one rule. You must make some allowance 
for the differences which exist in the way in which they earn 
their incomes and in the way in which they expend their 
incomes. 

I proceed one step further : 
Sixth. A reasonable allowance for the exhaustion, wear, and tear of 

property arising out of its use or employment in the business. 

That is another effort, of course, to maintain the capital in­
tact; but see what encpess difficulty you will confront in its 
administration._ A. farmer in my own State, we will say, bas 
an income of more than $3,000. In making up his account he 
must determine, if he can, to what degree the soil which be is 
cultivating has been exhausted, and somebody will have to 
make him an allowance for the depreciation caused by the ex­
haustion of the soil. That is true with regard to every kind of 
property. While there is a certain justice in doing that ancl it 
will be done among concerns which do keep an account of de­
preciation, and which do charge up every year a fair percentage 
of depreciation, and in that way reach the amount of their 
profits, so that they will have no difficulty about it, the ordinary 
man will find it impossible to apply this clause to his affairs. 
There ought to be a better considered provision to take care of 

· the great multitude of the people, nine-tenths of the people 
who must pay and will pay the tax under this bill when it 
becomes a law. 

Of course, as to ~ines a maximum of depreciation bas been 
fixed. I have no objection at all to that. But I could stand 
here and mention a hundred instances of depreciation which it 
will be utterly impossible to ascertain or apply under this pro­
vision. 

I say this without the least feeling against the provision. I 
"·ould vote for it just as it is if I had to, and it were separated 
from the rest of the bill, so strongly am I in favor of levying 
duties upon incomes. But when we are beginning this system it 
seems to me we ought to begin it in the best possible way. 

I shall have something more to say at a later time with re­
gard to the latter part of this paragraph when we come to con­
sider the payment of the tax at its source. I am in favor of 
that principle; but there are a great many things here that 
it seems to me will make the bill utterly unworkable, and in­
stead of simplifying the collection of the tax they will compli­
cate it, and possibly entirely defeat it. 

There is one thing in regard to this provision that I might 
as well say while I am on my feet, and it constitutes the real 
fundamental defect in the bill, so far as principle is concerned. 
I will point it out now, and at a later time I will point it out 
again. The bill provides, substantially, that those who haYe 
incomes of less than $3,000 shall not pay a tax. I am satis­
fied at the present time with that limit, and I would not 
YOte to reduce it at this time. But there is incorporated heri 
a provision for taxing the earnings of corporations. I ha"' 
no objection to that, but the men and women in this coUIF· 
try who have an income of less than $3,000 a year and who de­
rive all of it or a part of it from the dividends of corporation$ 
which are taxed are compelled to pay the income tax exactly 
as though they had an income of more than $3,000 a year. It 
is unjust, it is unequal, and it ought in some way to be 
remedied. We have assumed here that a man might well take 
his first $3,000 and use it for the general purposes of life, for 
the training and education both of himself and family; but 
with respect to every one of them who deriye a part of their in­
come or all of it from the dividends of corporations they are 
compelled to pay this tax, are they not? 

l\Ir. WILLIA.l\IS. How are they compelled to pay it? 
l\1r. CUUl\ffNS. They are compelled to pay lt because the 

corporation pays the tax on the entire income of the corpora­
tion, and that reduces the diYidends paid to these people by just 
the amount paid in the way of the income tax . 

..:...\ 
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l\Ir. WILLIA.MS. Mr. President, the Senator's answer to my 
question has disclosed what I wanted to bring out. In other 
words, instead of meaning . that the bill taxes those people, he 
means that the corporations are able to shift their tax. 

l\fr. OUl\fMINS. So they are. 
Mr. WILLIAMS. I should like to know if there is a tax in 

the world, except a poll tax, that can not be shifted. 
Mr. OUUMINS. The Senator from Mississippi has misunder­

stood me. Of course, the corporation very often passes on its 
entire tax. That unfortunately i.s true. I do not know of any 
way in which to prevent it. I am not complaining at this mo­
ment of the tax that is passed on. I am complaining of this. 
As an illustration, suppose I stand with an income of less than 
$3,000. It is the policy of this bill that my income shall not be 
diminished by a tax levied by the General Government. If I 
have that income a.s an employee of the corporation, it goes free. 
It is not affected by any tax levied upon the property of the 
corporation. I get my pay and I am permitted to spend it in the 
way that seems to me wise. Now, suppose that I have an in­
come of $2,900 from the same corporation, derived as d~vidends 
on stocks that I hold in the corporation, the 1 per cent is taken 
fTom that dividend and I receive just 1 per cent less than I 
would have received if the tax had not been levied. 

l\Ir. WILLIAMS. It is-taken ·from the dividends by whom? 
l\Ir. CUMMINS. It is taken from the dividends necessarily 

by the cori>oration. It is first taken from the_ corporation by the 
Government. Here is $100,000-

1\lr. WILLIAMS. That is just what I said a moment ago. 
The corporation shifts the tax. 

Mr. CUMMINS. No ; here is $100,000 whlch the corpora­
tion has earned and is applicable to the payment of dividends. 
We will suppose that it is the entire net income of the corpora­
tion. It is to be distributed among its stockholders, but before 
it is distributed 1 per cent is deducted and paid to the Gov­
ernment of the United States, and therefore 1 per cent less 
than would have been paid to me is paid to me. It is all that 
I am entitled to. 

Now I make no objection to the payment on the part of the 
corpor~tion, but I do say we ought to provide some way in 
which the man who has an income of less than $3,000 should 
not bear that tax. 

Mr. WILLIAMS. How can you do that? 
l\fr. GUMJ.\IINS. There are two or three ways in which it 

can be done. It can be done either through segregation by the 
corporation under proper provisions, or tt can be done by add­
ing to the bill a paragraph that, in the case of every .ID:an whose 
income is derived in whole or in part from the dividends of 
a taxed corporation and is less than $3,000, upon application to 
the Government the Government will reimburse him for the 
deduction that has been made from his part of the earnings ?f 
the corporation. It can be done in either of those ways, and will 
be if justice prevails. 

But I had not intended to enter upon that subject. I have 
it very much at heart, and when we reach that part ?f the 
bill I intend, if I can, to offer an ~endment that will set 
forth my views with regard to that particular matter. 

Mr. SUTHERLAND. Before the Senator leaves the matter 
of a corporation tax, I wish to say that I think I?Crhaps most 
of the States in the Union in one form or another impose a tax 
upon corporations as such. It is not always measm·ed by .the 
income. Sometimes it is measured by the amount of the capital 
stock. It is measured in various ways; but it is a spec~al tax 
upon the corporatio:µ, because it is recognized tha~ the right to 
do business in corporate form is a very valuable right and that 
it is more beneficial to the stockholder in the great majority 
of cases to have an investment in corporate form than it is to 
have it in some individual form. 

Now, I ask the Senator whether or not a tux of this kind, 
although it is imposed by the General Government, can not 
be justified upon the same theory that it is a tax upon the fran­
·chise of the corporation, upon the right of the stockholders to 
do business in a corporate form, which is a valuable right. 

1\f r. CUMMINS. I am not complaining of the tax upon the 
corporation; I have always thought there was a better way of 
reaching that result; but I am not concerning myself about it 
now. I want to remind the Senator from Utah that we estab­
lish a policy here that the men who get less than $3,000 ought 
not to pay any part of this income tax either nominally or 
actually. That proceeds upon the theory that they can make 
better use of their incomes than to pay the expenses of the Gov­
ernment of the United States. Now, it does not make any differ­
ence whether the incomes are derivecl from the stocks of corpo­
rations or whether they are derived from salaries from corpo­
rations, the men who get the money _need the money just the 
same . 

Mr. SUTHERLAND. Mr. President, there is this difference: 
The man who derives an income from an investment in a cor­
poration gets it with less effort than he does if he has to work 
for it. He has the advantage of having his money in a cor­
poration which has certainly very valuable rights. For ex­
ample, he has one of the most valuable rights, namely, that he 
can not be sued beyond the extent of his investment in the 
corporation. He can not be held responsible for the debts of 
the corporation as he could be if it were a partnership or in 
some other form of association. 

Mr. OUMMINS. I think that consideration does not enter 
the question I am discussing at all. Suppose one man gets 
$2,850, we will say, as dividends from a corporation. Anothe1• 
man gets $2,900 as rents from real estate. Out of the former 
there has been taken 1 per cent. Out of the latter there is 
taken nothing. I assume that "the labor of receiving it is not 
much greater in one case than in the other. It matters not 
that the corporation may have a valuable franchise; however 
valuable it was, its dividends did not result in giving this par­
ticular man more than $3,000, and therefore he ought to be 
able to hold his place among the untaxed. 

I have consumed much more time than I intended, Mr •. 
President, and I apologize for it. I rose simply to suggest the 
desirability of removing from th.is paragraph some dangers 
which I think are in it and the removal of which would not 
weaken it in the slightest degree, but rather fortify it against 
assaults that may hereafter be made upon it. 

.l\ir. SUTHERLAND. Before the Senator takes his seat, he 
referred to another paragraph, and if I understand it I entirely. 
agree with the Senator's position. It is the clause on page 1G9: 
de:t~~e~s.all interest paid within the year by a taxable person on in-

If I understand that-. it would result in this sort of a situa­
tion: Here is one man, for ex.ample, who ha.s purchased a home. 
He has given a mortgage upon it for its price or a large part 
of it, and is paying, let us say, $1,000 in interest. Under this 
bill that would be deducted from his net income. But if his 
neighbor has rented a house, and instead of virtually paying 
what the first-named man does in the form of interest he pays 
directly $1,000 i·ent. He gets no deduction whatever, and yet 
the situation of the two is to all intents and purposes precisely, 
the same. One has made a purchase and is paying interest 
which virtually amounts to rent. The other has not made a 
purchase, but pays the rent direct. One gets the exemption and 
the other does not. 

Mr. OUM.MINS. I think the conclusion of the Senator n·om 
Utah is correct. It is simply another illustration of the fact 
that the bill was composed. to meet the conditions of organized 
business, such as merchants and manufacturers, and is not \Veil 
fitted to meet the situation as it actually exists. 

I do not intend to call for the yeas and nays upon my amend­
ment. I know how futile it would be, and I have no desire to 
inconvenience the Senate. I offered it because I wante<l to 
make my own position in the matter entirely clear. 

Mr. WILLIAMS. l\Ir. President, I wfil ask for a vote. 
The VIOE PRESIDENT. The question is on agreeing to 

the amendment ·proposed by the Senator from Iowa [Mr. Cu:u~ 
MINS]. 

The amendment was rejected. 
The VICE PRESIDENT. The question is on agreeing to 

the amendment of the committee, on page 167, lines 18 and 19, 
inserting the words "or upon surrender of the contract." 

The amendment was agreed to. 
The next amendment of the committee was, on page 167, 

after line 19, to strike out the following: 
That in computing net income for the purpose of the normal tax 

there shall be allowed as deductions the necessary expenses actually 
incurred in carrying on any business, not including personal, living. 
or family expenses; all interest accrued and payable within the year 
by a taxable person on indebtedness; all National, State, county, school, 
and municipal taxes accrued within the year, not includin~ those 
assessed against local benefits ; !osses actually sustai.ned during the 
year, incurred in trade or arising from fires, storms, or shipwreck, and 
not compensated for by insurance or otherwise; debts actually ascer­
tained to be worthless and charged off during the year ; also a reason­
able allowance for the exhaustion, wear and t ear of propert-y arisin.~ 
out of its use or employment in the business, but no deduction shau 
be made for any amount of expense of restoring property or making 
good the exhaustion thereof for which an allowance is or has been 
made ; no deduction shall be allowed for any amount paid out for new 
buildings, permanent improvements, or betterments, made to increase 
the value or any property or estate; the amount of ineomc received or 
payable from any source at wbich tbe tax up{}n such income. wrucb is 
or will become due, under the provisions of this section, bas been 
withheld for payment at the source in tbe manner hereinafter pro· 
vided, shall be deducted ; but in all cases where tbe mx upon the 
annual gains, profits, and incomes of a person is require<! to be with­
held and paid at the source as hereinafter provided, if such nnnual 
income, except that derived from interest on corporate or United 
States indebtedness, does not exceed the rate of $4,000 per annum, or 
if the same is lmeertain, indefinite, or i.l'l'egular in the amount or time 
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during wb'ich it shnll h11V€ accrued, and is not fixed or determinable, 
the same shall be induded in estimating net annual income to be em­
braced in .a: pcn:onal return ; also tbe amount received as dividends 
upon the stO'C·k, or fr-0m the net earnings of any corporation, joint-. 
stock company, associa tion, -or insurance company which is taxable 
upon its net income as h ereinaftc-r provided shall be deducted. 

And in lieu thereof to insert : 
That in computing net income for the purpose of the normal tax 

there shall be allowed -as deductions : First, the necessa.ry expenses 
actually paid in carrying on any business, not including personal, 
living, or family expenses ; second, all interest paid within the year by 
a taxable person on indebtedness; third, all nati-Onal, State, county, 
school, and municipal taxes paid within the year, not including tbose 
assessed against local benefits ; fourth, losses actually sustained during 
the year, incurred · in trade . or arising from fires, storms, or ship­
wreck, and not compensated for by insurance or otherwise ; fifth, debts 
due to the taxpayer actually ascertained t-0 be worthless and charged 
oft' within the year ; sixth, a reasonable allowance for the exhaustion, 
wear, and tear of property arising out of its ?-se or ·employment in the 
business, not to exceed, in the -case of mmes, 5 per cent -0f the 
gross value at the m{ne -0f the 0t1tput f-Or the year for which the com­
putation is made : Provided, That no deduction shall be allowed for any 
amount paid out for new buildings, permanent improvenwnts, or better­
ments made to increase the value of any property or estate; seventh, 
th€ amount received as dividends upon the stock or from the net 
earnings of any corJ;>oration, joint-stock company, association, -0r in­
surance company which is taxable upon its net income as hereinaft:er 
provided ; eighth, the amount of income, the tax upon which ~~s been 
paid or withheld from payment at the sou.r-ce, under the proVIs10ns of 
this section : Provided, That whenever the tax upon the income of ·a 
person is required to be withheld and paid at the source as herein­
after required, if such annual income does not exceed the sum of $3,000 
or is not fixed or e~rtain ot· is indefinite or irregular as to amount or 
time of accrual, the same shall not be deducted in the personal return 
of such person. 

1\fr. STERLING. .l\fr. President, I do not rise to propose any 
amendment, but simply to make a suggestion called out by a 
statement made by the Senator from Iowa [Mr. CUMMINS]. 
It is in regard to the exemptions on account of losses incurred 
in trade, nnd so forth. The question was raised as to whether 
it would include losses in speculation on a board of trade. I 
am inclined to think tlmt under the definition of " trade" it 
would include losses thus sustained, and the question is whether 
we want to exempt losses thus incurred. 

I call the attention of the Senator from Mississippi simply to 
the definition of th-e word "trade," so that he will see how the 
pr-0position stands: 

Trade comprehends every species of exchange or dealing, either in 
the produce of Land. in manufactures, in bills, or in money; but it is 
chiefly used to denote the barter or purchase and sale of goods, wares, 
an<l mei·chandi~e, either by wholesale or retail. 

And so forth. 
It seems to me that under this very broad and comprehensive 

definition it might include trade ·on a board of trade and the 
exemption would pertain to a loss sustained on a board of trade. 

If the language could be qualified by some such expression 
as " losses incmred in legitimate and ordinary trade purS;Ued 
by the party," or equivalent words, it seems to me th:it it 
would be better than the broad expression used. 

Mr. WILLIAMS. Mr. President, all net ine-0me comes from a 
comparison of receipts and losses. There can be no other way 
of arriving at a net income except by comparing gains and 
losses. If a man lost a -certain amount of money during the 
yea r, no matter how he lost it, he ought not to be compelled to 
put it, in as a part -0f what he still :has. If two men bet upon a 
horse race, so far as that is concerned, during the year and <me 
of them lo~ $100 and the other gained $100, the man who has 
the hundred dollars would have to take heed of it in computing 
his net income, and the man who lost it would take heed of the 
loss in computing his net income. So far as I can see, you can 
not arrive at net income except by taking what comes in and 
what goes out. 

Mr. STERLING. But, if the Senator will permit me--
1\Ir. WILLIA.MS. Allow me to add just this : I think this lan­

guage would · ha ve been m-0re easily understood if, instead of 
u sing the word "' deductions " here, we had used what it really 

· means, namely, that in computing net income for the purpose of 
the normal taxpayer he shall be allowed to return such and 
such things. I think that is where the confusion comes in, if I . 
understand at what the Senator is aiming. 

l\Ir. STERLING. This is the way in which it occurred to me: 
H ere is a man who, under the protection of the Government, has 
an enormous income for which he would be taxable under this 
proposed law, but he squanders all that income or more in 
speculation, in illegitimate trade on the board -0f trade. The 
question in my mind is whether he ought to have the privilege 
of deducting from .his income the losses thus sustained. 

Mr. WILLIAl\!S. Mr. President, a squandered income is no 
income. If it was squandered during the year of the computa­
tion, it -does not make nny difference how the man lost it. 

1Take this sort of n ca se, for e..-;:ample: The Senator from South 
Dakota and the senior Senator f-rom Iowa seem to be worri-ed 
a good deal about the losses of a man in something else. The 

- ... 

Senator from South Dakota seems to have the idea in his mincl 
that if a man was both a farmer and a lawyer he ought to keep 
two separate income accounts, and that what he lost as a 
farmer ought not to be charged up against wha t he gained as 
a lawyer, or vice versa, as well as I could understand him ; and 
he seems to be very much worried about a part of a man's 
capital, if it were lost, being permitted to be charged off. 

Now, take this so1·t of a <:ase: I am practicing law, let us say, 
and I get '$10,000 during the year from that practice, and during 
the same year I lose $5,000 in my agricultural pursuits. My net 
ine-0me, therefore, so far as that is concerned, is $5,000. Sup­
pose that my house, which is worth $5,000, burned down; sup­
pose the house burned by no fault of mine; that I had no in­
surance upon it; and I take my $5,000 and pay it out during 
that identical year to build a new house. If all three of these 
things happen in the same year, I have no net income at all ; 
nor ought I to be charged with any. 

Mr. STERLING. Mr. President, I grant that in the case sup­
posed by the Senator from Mississippi he should not be charged 
with any net income, because his losses were sustained in a 
legitimate business-in a commendable business. But in the 
other case the loss has not been sustained in that kind of busi­
ness at all; but, whether a man having earned $10,000 as a 
lawyer or as a physician, should be allowed to offset against 
or deduct from that income of $10,000 that which he has lost in 
speculation on a board of trade, is the question. 

Mr. WILLIAMS. Mr. President, the object of this bill is to 
tax a man's net income; that is to say, what he has at the end 
of the year after deducting from his receipts his expenditures 
or iosses. It is not to reform men's moral characters; that is 
not the object of the bill at all. The tax is not levied for the 
purpose of restraining people from betting on horse races or 
upon "futures," but the tax is framed for the purpose of ma.k­
ing a man pay upon his net income, his actual profit during 
the year. The law does not care where he got it from, so far 
as the tax is concerned, although the law may very properly 
care in another way. 

Mr. STERLING. If the Senator will- permit me, suppose a 
man has made $10,000 legitimately in a legitimate business or 
profession; the inspector or collector knows that· and a tax 
is levied because of that income, or it is attempted 'to be levied. 
and the man says, " I lost $10,000 in a poker game," what then? 

Mr. WILLIAMS. Suppose, in other words, that at the time 
the computation of his tax takes place he ha.s not a red cent of 
profit or income during that year, no matter how it occurred? 

Mr. SMOOT. Some 01~e must have ·won what the other man 
lost in the poker game. 

l\fr. WILLIAl\fS. By the way, it is suggested to me that 
one man has gained what the other has lost, and that the win­
ner might be taxed on his winnings, so the Government would 
not lose anything. 

Mr. WEEKS. Mr. President, I should like to ask the Senator 
from Mississippi to give me his opinion on a case which I will 
put to him. Suppose a man has a hundred thousand dollars in 
·stocks, which are worth par; that they are selling at that price; 
and a ·dividend of 5 per cent is paid on them ; in other words, 
he gets $5,000 income from his investment, he earns $5,000 from 
his personal efforts during the year, and his income is $10,000 
for that year; then suppose his stocks depreciate in value 
$10,000, has he any net income for that year? 

Mr. WILLIAMS. I never thought about that, but I do not 
think that cuts any figure because the depreciation in the >alue 
of the stock is not like a depreciation by reason of the wear 
and tear arising out of the use of property. A man's income 
would still remain an income regardless of the value of l.lis 
property. My plantation this year might yield me, say, $3.000, 
and next year the same plantation might yield me $4,000 or 
$2,000; my income would be measured by what the plantation 
yielded me and not by the value of the plantation. Meanwhile 
the property might go up in value or it .might' go down in 
value. That would have nothing to do with the income, nor 
would · the value of yom· stock in the market have anything to 
do with the dividends which you receive upon your stock. 

While I am talking upon that subject, there is another· point 
that occurs to me, and that is wha t the Senator f rom Iowa [Ur. 
Cu:~.nnNs] went over a few moments ago. If the Senator from 
Iowa can invent any way under the sun of preventing the shift­
ing of taxation, he is the wisest man who has 1i-red since Solon 
died. The Senator seems to think tha t you ought to give a 
bounty to people who ha>e less tha n $3,000, provided their in­
come comes in the shape of dividends in corporations, because 
when the -corporation w as tnxed the corporation reduced the 
di•idends. It may be that the corporation did, and it may bs 
that i t did not, but I a m going to su1,posc :fit·st that H did. Sup­
pose it did shift the tax in that way, do you imagine that the man 

. 
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who works for a salary for that corporation will not have a part 
of it shJfte<l on him, too, in tlle way of not raising · his wages as. 
much as they otherwise would have been raised? Do you sup­
pose that tlle merchant or the lawyer who pays the income tax 
is not goipg to make it up somehow in the price of his goods or 
in the price of his services, if he can do it, if the demand and 
supply of the market for the goods or for his peculiar sort of 
ability enable him to do it? And absolutely it is proposed to 
give the man with Jess than $3,000 a bounty because a corpora­
tion has shifted its tax to him. 

Mr. WEEKS. Now, I want to submit an additional inquiry 
to the Senator from :Mississippi, relating to the case which I 
have already submitted to him, and that is: Suppose at the time 
those stocks were selling at 10 per cent below what they were 
selling for the previous year, I sold them for $10,000 less tllan 
they were priced at the year before, is that to be deducted from 
my inconie? 

Mr. WILLIAMS. I think not. That is a mere change of 
capital and principal from stocks into money. 

Mr. WEEKS. It seems to me that it would be deducted. 
1\1r. WILLIAl\IS. Do you mean that in casting up your ac­

counts and arriving at your gross income, you do not count that? 
Of course, you would count it as you would count any ~one_y 
.that you got from any source, but you would charge agamst it 
al o what was regarded as the value of the stock. 

l\lr. WEE.KS. It seems to me, Mr. President, that it would 
be a shrinkage of my prinCipal; and, under the reading of this 
bi11, I am not sure but what that loss of principal could be 
deducted against my income, so that there would be no taxes. 

l\Ir. WILLIAMS. Under what clause of the bill? What 
provision of it do you mean? Does the Senator refer to the 
depreciation clause? 

l\fr. WEEKS. Yes. 
l\fr. WILLIAMS. Oh, no. It says: 
Sixth, a reasonable allowance for the e:xhau.stion, wea_r and tear of 

property arising out of its use or employment m the busmess. 

That could not possibly re.fer •to stocks. 
Mr. CUMMINS. :Mr. President, in response to the suggestion 

just made by the Senator from Mississippi, let us "ee how we 
~tand. Ile says that a man at the end of the year sits down 
to make up an account to see whether or not he has any net 
income. If he is a merchant, he takes an inventory of his 
goods; if they are worth less than they were the year before, 
they are marked down, and the market value of that property 
js entered upon the books in order to show whether or not he 
has made a profit during the year. According to the Senator 
from l\lississippj, the same thing would happen with a lawyer. 
He sits down at the end of the year and puts on one side of 
the account all he has taken in, all his profits, and he puts on 
the other side all his losses. If his losses are to be reckoned in 
the same way that the ' merchant's losses are reckoned, then, 
of course, the depreciation of all the property that he may own, 
if there be a depreciation, must also be entered upon the books. 

That shows Mr. President, that, while the Senator from 
Mississippi is ~ight with regard to ascertaining the profits and 
net income of business, he is not right, and the bill does not ad­
just itself to the ascertainment of net income. of individuals 
who are not in what js ordinarily known as busmess. 

.l\fr. WILLIAMS. What is the Senator complaining of-that 
they can not charge off anything to depreciation account, while 
the merchant can? 

Mr. CUMMINS. I do . not think they ought to be permitted 
to charge off depreciation of their property. 

Mr. WILLIAMS. Well, that is a different proposition. I 
supposed that probably the Senator thought the lawyer also 
ought to be allowed to do it, and that we also s?-ould b_e allowed 
to charge the depreciation in our mental faculties, which would 
be pretty hard to estimate. [Laughter.] 

Mr. CUMMINS. I am not. I am speaking against the prin-
ciple. • 

l\Ir. WILLIAMS. I do not know but that the Senator is 
right about the general idea that no depreciation ought to be 
allow~d to be deducted. There may ?e somet~ng in ~at sug­
gestion, but it has been almost the umform pohcy of all mcome­
tax laws to permit it. 

Mr. CUMMINS. I simply want to record my protest against 
that principle. 

Mr. STERLING. I offer the amendment which I send to 
the desk. . 

The VICE PRESIDENT. The amendment will be stated. 
The SECRETARY. On page 169, line 15, it is proposed to strike 

out the words " in trade " and insert "by the taxpayer in the 
pursuit of any ordinary and legitimate trade or business." 

l\lr. STERLING. If the amendment were adopted, ille proyi­
sion would read : 

Losses incurred by the taxpayer in the pursuit of any ordinary and 
legitimate trade or business. 

l\fr. WILLI.Al\IS. In other words, you are going to count the 
man as having money which he has not got, because he has lost 
it in a way that you do not approve of. 

Mr. STERLING. And I think rightly so. 
Mr. SMOOT. Mr. President, I should like to ask the Sen­

ator what becomes of the man who is a broker and whose 
whole business is dealing upon the stock exchange? Does the 
Senator think that he ought to be til.xed upon his income; and, 
if so, should not that man be allowed to deduct whatever loss 
he may incur in that particular line of business? 

Mr. STERLING. I think so, because I think the business of 
the broker, as a general proposition, is a legitimate business; but 
the amendment would exclude losses sustained in stock and 
grain gambling; that is the idea. 

Mr. SMOOT. The Senator differentiates, then, between the 
broker who does nothing else but follow that business and the 
man who does it " on the side~· ? 

Mr. STERLING. Oh, no. A man may occasionally engage in 
tl}e brokerage business, and, taking a particular deal, it may be 
perfectly honest and legitimate; or he may be a reguJar broker 
engaged continuously in a business which is legitimate. My 
only object in suggesting this amendment is to prevent, if it can 
be done, what might be termed the setting off of a loss in a 
strictly gambling operation. 

l\Ir. McCU.l\fBER. Let me ask the Senator a question right 
there. If the successful party in the gambling operation-and 
I always supposed that what one man loses the other man gains 
in a straight gambling contract-makes $10,000, would not the 
Senator charge it up to him as taxable income? 

Mr. STERLING. I do not know but that I would; and I do 
not think there would be any injustice or wrong in doing so. 

l\Ir. l\IcCUl\fBER. Very well. Then, if the Senator taxes him 
once upon that, why should he seek to tax that same $10,000 
twice, both to the man who lost it and to the man who gained if? 

l\fr. STERLING. The same supposition might be made in 
other cases, so far as that is concerned. You do not always 
avoid double taxation. 

The VICE PRESIDENT. The question is on agreeing to the 
amendment proposed by the Senator from South Dakota [i\lr. 
STERLING). 

The amendment was rejected. 
The VICE PRESIDENT. The question recurs on the amend-

ment reported by the committee. 
The amendment was agreed to. 
The reading of the bill was resumed. 
The next amendment of the Committee on Finance was, in 

section 2, page 170, at the beginning of line 22, to strike out 
the letter "C."; in line 25, after the word "possession ," to 
strike out "the principal and interest of which are now exempt 
by law from Federal taxation," so as to read: 

That in computing net income under this section there shall b~ ex­
cluded the interest upon the obligations of a State or any political sub· 
division thereof and upon the obligations of the United States or its 
possessions · also the compensation of the present President of the 
United States during the term for which he has been elected, and of the 
judges of the supreme and inferior courts of the United States now in 
office, and the compensation of all officers and cmployee~of a State or 
any political subdivision thereof. -

The amendment was agreed to. 
The next amendment was, in section 2, page 171, after line 

6, to strike out : 
D That there shall be deducted from the amount of the net income 

of each of such persons, ascertained as provided herein, the sum of 
$4,000 : P1·ovided, That only one deduction of $4,000 sh.all be made 
from the aggregate income of all the members of any family composed 
of one or both parents and one or more minor children, or nusband and 
wife but if the wife is living permanently apart from her husband she 
may' be taxed independently ; but guardians shall be allowed to make 
deduction in favor of ea.ch and every wa1·d, except that In case where 
two or more wards are comprised in one family and have joint prop­
erty interests the aggregate deduction in their favor shall not exceed 
$4,000; and 

And insert: 
c That there shall be deducted from the amount of the net Income 

of each of said persons, ascertained as provided he1·ein, the sum of 
$3 000 plus $1 000 additional _if the person making the return be a 
married man with a wife, living with him and belng herself. n_ot tax­
able under the income-tax law, or plus the. sum of ~1,009 add1uonal if 
the person making the retUl"n be a married woman with a husband 
living with her and being himself not taxable under tbe income-tax 
Jaw· but in no event shall this additional exemption of $1,000 be de­
ducted by both a husband and a wife. If the person making the return 
shall be a married man or a married woman there sha 11 be an addi­
tional exemption of $500 for each minor child living with and depend­
ent upon the taxable parent, but the total exemption on ac!:!ount of 
children shall not exceed $1,000: Provided, That the additional ex­
emption or exemptions for children shall operate only in the case of 
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one parent in the same family, and that the total exemption• on ac­
count of children shall apply to a widow or a widower with a minor 
or dependent child or children : Provided further, That where both 
parents are taxable under this act because of ha\ing more than $3,000 
of net inco me each the exemption on account of the children herein­
before provided for shall not a.pply to either. 

Mr. BRISTOW. I call attention to the words beginning in 
line 25. on page 171, reading: 

Plus the sum of 1,000 additional if the person making the return be 
a married woman with a husband living with her and being himself 
not taxaUlc under the income-tax law. 

Does that presume.that a married woman with an income has 
a husband whom she has to support and therefore there ought 
to be an exemption because of that burden upon her? 

Mr. WJ:LLI.A.MS. It presumes that where she has the money 
she ought to pay the tax. The object of it, Ur. President-not 
to follow up the form of the Senator's question, which would 
lead me into digressions-was simply this: The House framed 
its bill upon the theory that $4,000 was a reasonable amount, in 
its opinion, for an American family to live upon, with a proper 
standard of living, and that a sum below that ought not to be 
taxed. When it came to us in that shape we concluded that 
that was true if you were going to take the family as .a basis. 
The House bill provided that the husband and wife should be 
taxed as one. We provide that the man and woman shall be 
taxed just as if they were two men or two women. Then we 
give this $1,000 additional to make the family exemption 
$4,000 ; but if both husband and wife are taxable, each has an 
exemption of $3,000 already, and therefore we do not give two 
taxable persons, being man and wife, in one household the 
$1,000 additional exemption. They have $6,000, to wit, $3,000 
apiece. That is the reason that was put there. 

Mr. BRISTOW. I do not think the Senator fully understood 
just what my objection was. 

Mr. WILLIA.MS. Possibly not. 
Ur. BRISTOW. I believe that if the man has a wife to sup­

port the exemption on the married man should be a thousand 
dollars more than on the unmarried man, but I do not believe 
the woman ought to have :kn exemption of a thousand dollars 
more because she happens to ha>e a husband. I think the 
husband ought to be able to take care of himself. 

Mr. WILLIAMS. I think she needs it a lot more than he 
does. 

Mr. BRISTOW. It seems· to me the Senator is encouraging 
indigent husbands. 

l\Ir. WILLIAMS. No; no more than I am encouraging 
indigent wives. 

l\fr. BRISTOW. I do not agree with the proposition an­
nounced by the Senator. 

l\Ir. WILLIAMS. My object is to give the family $4,000 in 
any event where a man and wife are living together as man 
and wife, but I did not want to give them $7,000. If both of 
them are taxable persons and each one had a right to an exemp­
tion of $3,000, if I had given the additional $1,000 that fai;nily 
would have gotten $7,000 of exemption. In other words, in addi­
tion to $3,000 to each as a person, they would have received 
$1,000 as a family. 

l\fr. BRISTOW. My >iew of the matter, I take it, is differ­
ent from the .Senator's view. Where the husband has an income 
of $4,000 I think no attention should be paid to the income 
of the wife, I do not care what it is; and if her income is 
$3,000 I do not believe she ought to have an additional $1,000 
exempted because she happens to have a husband. I am op­
posed to permitting the wife to deduct the extra thousand dol­
lars because of the presumption that she has ·to support her 
husband. 

Ur. WILLI.AMS. We did not put it upon the •ground that 
the presumption wns that she had to support her husband, nor 
did we put the additional exemption of a thousand dollars in 
the husband's case on the ground that he had to support his 
wife. We put it upon the ground that a family. in any event, 
if either of them is taxable, ought to have an exemption a 
thousand dollars greater than a single person not in a family. 
In other words, we have tried to make the family the basis of 
the tax. 

l\Ir. BRISTOW. Mr. President, in order to express my views 
I move to strike out of the amendment on page 171 all of line 
25 after the word "law" and the comma, down to and includ­
ing the word ~·wife," in line 4, page 172. That will strike out 
the part of the amendment which permits the wife to deduct 
from her net income a thousand dollars because she happens to . 
have a husband. 

The VICE PRESIDENT. The question is upon agreeing to 
the amendment pro11osed by the Senator from Kansas to the 
amendment of the committee. 

The amendment to the amendment wns rejected. 

--· 

Mr. NORRIS. l\Ir. President, I mo>e to strike out, on page 
172, the last two words of line 7 and all of line 8, being the fol­
lowing words : 

But the total exemption on account of children shall not exceed 
$1,000. 

I should like to inquire of the Senator from l\Ifssissippi why, 
in the opinion of the committee, the exemption of $500 for each 
minor child supported by the head of the family, who has the 
income, should be limited to two? What is the theory of the 
committee-that the man with two children should be entitled 
to $500 exemption for each one of them, and the man with three 
children should not be entitled to any more of an exemption? 

Mr. WILLIAMS. Qf course when you take an arbitrary line 
to stop or start with, in the case of anything, it is utterly im· 
possible to give a logical rea son for it, except that we wanted 
to limit somewhere the amount of exemptions to which the 
family would ha·re a right; and it was thought that a thousand 
dollars was enough, in addition to the $4,000, to constitute the 
exemption on account of children. In other words, if a man 
had $3,000 a year that was exempt, and then had another thou­
sand dollars on account of the fact that he was married, making 
$4,000, and then had another thousand on account of the fact 
that he had children, that would be $5,000, which was as much 
as we cared to have exempted from taxation to any one family. 

It is possible under this bill that a family might have $6,000 
exempt; but, if so, it would be because the husband was a 
taxable person with an income of over $3,000, and the wife 
was a taxable person with an income of 01er $3,000. 

I wll! say to the Senator in all frankness that as far as I 
am personally concerned I should not object if the exemption 
from taxation were $500 for each child, with a limitation larger 
than this, but there must be a limitation somewhere. Surely, 
if a man happened to have 10 children, you would not want to 
give him an exemption from taxation of $5,000- on account of the 
children; because the Senator knows, as I do, that the expen e 
of taking care of a family does not grow in arithmetical propor­
tion with the increase in the number of children. It is not 
much more expensive to take care of three or four childl:en in 
a family than to take care of two, because the maintenance of 
the husband and the wife and the household expenses and a 
great many other charges are in common in both cases. But we 
thought we ought to fix a limit somewhere; and the committee, 

· as well as the Democratic Party in conference assembled, con­
cluded that a thousand dollars was a sufficient amount to allow 
for exemptions on account of children. 

Of course I could not gi1e any logical reason why you should 
stop at two any more than at three, or at three any more than 
at four; but the business reason which we had in mind was 
about what I have stated. 

~Ir. NORRIS. Mr. President, I am -very much obliged to 
the Senator from . Mississippi for his >ery candid explanation. 
I believe the Senate committee has improved upon the House 
bill in this particular respect, at least. It appeals to me that the 
man who is married and has a wife ought to have a greater 
exemption than the unmarried man. It appeals to me that the 
man who is raising children ought to have more of an exemp­
tion than the married man who is not raising children. So in 
this particular part of the bill the theory upon which the com­
mittee acted has always appealed to me, with the one excep­
tion of this limitation. 

The Senator knows, and it is common knowledge, that the 
ordinary family of the ordinary person has, and ought to have, 
more than two children. There ought to be encouragement 
gi>en for larger families than two children, at lettst. If $4,000 
is a sufficient exemption for an entire familyt the Senator could 
meet the difficulty by making the amount of exemption for 
each child a less amount than $500. 

It seems to me there ought to be no limitation, however. 
It is not very much of a concession if you concede that much 
to the men and the women who are raising families and per­
petuating the race and continuing the stability of the country. 
If there is to be an exemption, it seems to me that the man who 
is raising four or five children is more entitled to it than the 
man who is raising only ~o. 

I do not believe the Senator's argument is well founded as 
far as this particular limitation is concerned. As far as I am 
concerned, I should like to take off the limitation entirely. 
But if you do not feel like taking it off entirely, as my amend­
ment would, at least extend it to the ordinary-sized family 
that we would like to see and do see exist in the ordinary rU.ll 
of life. 

Mr. OLIVER. l\fr. President--
The VICE PRESIDE"'.'\'l'. Does tho Senator from Nebraska 

yield to the Sena tor from Pcnnsyl>ania.? 

.. 
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Ur. NORRIS. I yield to the Senator. 
i\Ir. OLIVER. I ·wm add to what the Senator says that this 

concession iimounts to only 5 a year for each child, and I do 
not think $5 is too · much bounty or premium to offer for each 
additional child. In fact, .I think it would be good policy for 
the GoYernment to offer more than that to encourage the propa­
gation of liberal-sized families throughout the land. 

1\Ir. NORRIS. I believe that is right. 
Mr. WILLIAMS. In other words, stop race suicide; but let 

us do it in a separate bill. 
1\Ir. NORRIS. The Senator knows that particularly on that 

subject it would be difficult to get a bill this far along in the 
parliamen ta.ry situation. 

Mr. WILLIAl\IS. Yes. 
l\Ir. NORRIS. The opportunity is here, now. If it is right 

to do it, let us do it. Here is the place, and this is the time. 
1\Ir. WILLIAMS. Seriously, i\Ir. President, and laying 

aside-
1\Ir. NORRIS. I want to say to the Senator that in offering 

this amendment I am serious. 
Mr. WILLIAMS. Oh, I' know the Senator is; but I meant 

"being serious." 
l\Ir. NORRIS. I am serious, and I think the Senator ought 

to be. 
Mr. WILLIAMS. When I say "seriously," I mean that I 

intend to be serious, not that the Senator does. He is always 
serious. But, seriously, this exemption was not put here for 
the purpose of encouraging families to have children. It was 
put here because we thought a man with two children to take 
care of ought not to be taxed at the same rate as a man with­
out children. 

Mr. NORRIS. Then "Why tax the man with three children 
the same rate as the man with two? 

l\Ir. WILLIAMS. We were trying to adapt the tax to the 
ability of the taxpayer, and not using it as a means to en­
courage large families, nor do I think this would be precisely 
the right bill in which to include any provision for that pur- · 
pose. It may be that the Senator is right, and that the exemp­
tion ought to extend to three children or to four. Certain it is 
that families with only two children can not increase the popu­
lation of any country, nor add strength to the State of which 
they are citizens. But we have it this way, and we have 
stopped at $1,000; and I think e\erybody will admit that 
whether a man has two children or three or four this exemp­
tion helps him by keeping him to this extent from being taxed 
under the bill. 

1\Ir. NORRIS. l\Ir. President, I look at the matter on this 
theory: I am not advocating giving a premium for families of 
any particular size. I do not want to apply any other rule of 
that kind. I simply think the man with three children can not 
afford to pay the tax as well as the man with two. You have 
made an exemption for children because it is harder for a man 
with a family of children to support to pay the tax than it is 

. for the other man. Every time you tax him, and curtail his 
ability to support his family, he does just that much less, and 
must do just that much less, for the family. In the case of 
the family of more than two children, you are depriving them 
of some of the luxuries and some of the necessaries of life 
which ypu are not taking away from the others. 

I congratulate you on extending liberal exemptions to the 
family of two children; but for the same reason that you did 
that you ought to make the same exemption for the man who 
has three or four children. Certainly there is no justice, it 
seems to me, in stopping where the committee did. 

1\lr. WILLIAMS. We had to stop somewhere. I know one 
man who has 17 children. 

l\lr. NORRIS. I think we ought to let nature take its course, 
and not make an arbitrary stop: I ask for the yeas and nays on 
my amendment 

The yeas and nays were ordered, and the Secretary pro­
ceeded to call the roll. 

Mr. CHILTON (when his name was called) . I announce my 
pair as on the former votes, and withhold my Yote. 

l\Ir. BRYAl~ (when 1\Ir. FLETCHER'S name was called). My 
colleague [1\Ir. FLETCHER] is absent on public business. He is 
paired with the junior Senator from Wyoming [l\lr. WARREN] . 

Mr. LEWIS (when llis name was called) . I am paired with 
the junior Senator from North Dakota [Mr. GRONNA], and 
therefore withhold my \Ote. 

1\lr. REED (when his name was called). I am paired with 
the Senator from 1\Iichjgan [1\fr. SMITH]. I transfer that pair 
to the Senator from Oklahoma. [l\lr. GORE] and vote "nay." 

l\Ir. THOMAS (when his name was called). I transfer my 
pair with the senior Senator from Ohio [Mr. BURTON] to the 
funior Senator from l'\eyada [1fr. PITTMAN] and \ote "nay." 

l\Ir. ·wARREN (when his name was called) . I am paired 
with the senior Senator from Florida [Mr. FLETCHER]. I there­
fore withhold my vote. 

The roll call was concluded. 
Mr. LEA. I am paired with the Senator from Rhode Island 

[Mr. LIPPITT]. I transfer that pair to the junior Senator from 
:Mississippi [Mr. VARDAMAN] and vote. I vote "nay." 

Mr. KERN. I am paired with the Senator from Kentucky 
[Mr. BRADLEY] and withhold my vote. 

Mr. CLARKE of Arkansas. I ask if the junior Senator from 
Utah [Mr. SUTHERLAND] has voted? 

The VICE PRESIDENT. He has not. 
Mr. CLARKE of Arkansas. I withhold my vote. 
Mr. STO~TE. I have a pair with the Senator from Wyomin(J' 

[Mr. CLARK], and will have to withhold my vote. 
0 

Mr. CHILTON. I transfer my pair to the junior Senator 
from Tennessee [Mr. SHIELDS] and vote "nay." 

Mr. GALLINGER. I have a general pair with the junior 
Senator from New York [Mr. O'GonMAN] , which I transfer to 
the junior Senator from Maine [Mr. BURLEIGH] . I vote "yea." 

Mr. WARREN. I announced a pair with the senior Senator 
from Florida [Mr. FLETCHER] . I transfer that pair to the 
senior Senator from Connecticut [Mr. BBANDEGEE], so that the 
senior Senator f rom Florida will stand paired with the senior 
Senator from Connecticut. I vote "yea." 

Mr. DILLINGHAM. I am paired with the Senatcr from 
Maryland [1\!r. SMITH] on this and all other questionu which 
arise on the bill. I make this announcement for the day. ]'or 
that reason I withhold my vote. 

Mr. LA FOLL~TTE. I wish to announce that the junior 
Senator from Minnesota [Mr. CLAPP] is unavoidably absent 
f rom the Chamber this afternoon. If he were present, he would 
vote "yea." 

The result was announced-yeas 27, nays 34, as follows : 

Borah 
Brady 
Bristow 
Catron 
Colt 
Crawford 
Cummins 

Ashurst 
Bacon 
Bankhead 
Bryan 
Chamberlain 
Chilton 
Hollis 
Hughes 
J ames 

Fall 
Gallinger 
Jones 

~in/~1Yette 
Lodge 
McLean 

YEAS-27. 
Nelson 
Norris 
Oli'iier • 
Page 
Penrose 
Perkins 
Poindexter 

NAYS-34. 
Johnson .Rabsdell 
Lane Reed 
Lea Robinson 
Martin, Va. Saulsbury 
Martine, N. J . Shafroth 
Myers Sheppard 
Overman Shively 
Owen Simmons 
Pomerene Smith, .Ariz. 

NOT VOTING-34. 
Bradley du Pont Lippitt 
Brandegee Fletcher Mccumber 
Burleigh Go1l' New lands 
Burton Gore O'Gorman 
Clapp Gronna Pittman 
Clark, Wyo. Hitchcock Root 
Clarke, Ark. Jackson Shields 
Culberson Kern Smith, l\Id. 
Dillingham · Lewis Smith, Mich. 

She;man 
Smoot 
Sterling 
Townsend 
Warren 
Weeks 

Smith, Ga. 
Smith, S. C. 
Swanson 
'.rho mas 
Thompson 
Walsh 
Williams 

Stephenson 
Stone 
Sutherland 
Thornton 
Tillman 
Vardaman 
Works. 

So 1\Ir. NoBrus's amendment to the amendment of the com­
mittee wa,s rejected. 

Mr. LODGE. I suggest, in line 6, on page 172, to strike out 
the word "minor." I think it is a hasty conclusion to infer 
that a minor child is a greater burden or expense upon the 
parents than a child that is not a minor. I trunk that is an 
erroneous dedu.ction. 

Mr. WILJ:IAMS. It is based upon the theory that the law 
compels the parent to take care of the minor child, and I think 
the law in taxing the parent ought to have some regard to 
that obligation. 

Mr. LODGE. nut, in line 7, it reads "living with and de­
pendent upon." If the child is living with and dependent 
upon--

Mr. WILLIAMS. There was an amendment to be made. I 
think that is a misprint. It ought to read "each minor child 
of the taxable parent." The language "living with and de­
·pendent upon" was, I think, stricken out, but we will examine 
into it and we can take it up again. If I am right about it, I 
think that the language "living with and dependent upon" 
was stricken out, and it was left to read " each minor child of 
the taxable parent." 

l\fr. LODGE. The language is "child living with and de­
pendent upon,'' and even if it were not a minor child of course 
the child is a charge upon the parent. 

Mr. WILLIA1\1S. I will tell the Senator llow it happened. 
It was at one time proposed to say "each child under 1 , ' and 
then it was suggested there might be daughters oYer 18 still 
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dependent upon the family. So that language was put in. 
They were called minor children, and necessarily under 21 
years. The legal obligation stops at 21 and of course the 
exemption ought to stop at that age. 

l\Ir. GALLI:NGER In lines 12 and 13 the words "living 
·with and dependent upon" are dropped out. 

Mr. WILLIAMS. I will take the matter up, and if I find 
out that I am wrong about it I will bring it up again. 

~fr. LODGE. If I may make a suggestion to the Senator, 
I think the words " living with and dependent upon" are a 
better definition than the word "minor," because we know in 
many cases there are children of delicate health or perhaps 
crippled who are dependent upon the parents and live with 
them long after they are 21. 

Mr. WILLIAMS. Yes; that is true; but the legal obligation 
to support them ceases at 21--

Mr. LODGE. The legal obllgation ceases. 
Mr. WILLIAl\IS. And of course the principle lying under 

exemption ceases. The language "living with" ought to be 
stricken out, anyhow. It might happen, for example, that a 
child, for many reasons conceivable, might be living with a 
grandparent or living with an uncle or somebody else. My 
impression is that we struck out the words "living with and 
dependent upon" and just left it to read "minor child." 

Mr. OLIVER. Mr. President, I notice in lines 12 and 13 it 
reads " that the total exemption on account of children shall 
apply to a widow or a widower with a minor or dependent 
child or children." Therefore, it seems from the lang11age em­
ployed that if a married couple have children they must be 
minors, but in the case of a widow or widower the limitation of 
age is entirely stricken off. 

Mr. WILLIAMS. The Senator's suggestion would be per­
fectly just if it were not the fault of the printer. Instead of 
" or" it ought to read " and." I was expecting when we got to 
it to make that change, so as to read "with a minor and de­
pendent child or children." 

l\lr. OLIVER. It is fortunat~ that there is a printer. 
Mr. WILLIAJ\IS. I will make it now. In line 12 the wor!l 

"or " ought to be " and." I move that amendment to the 
amendment. . 

The VICE PRESIDENT. The question is on agreeing to the 
amendment to the amendment of the committee. 

Mr. JONES. I understood the Senator to say that the ques­
tion was to be considered whether it should be limited to minor 
children of a certain age, under 18 or 16. 

.Mr. WILLIA.MS. There was a proposition at one time to 
limit it to 18, upon the ground that a boy of 18 ought to be out 
making his living. Then it was suggested it might not be a 
boy; it might be a girl. So, finally, it was put that way. 

Mr. JO:NES. It occurred to me tliat some limitation of that 
kind ought to be made. ·There are many families where there 
may be a couple of boys 18, 19, or 20 -years of age who make 
a living for themselves, and I suppose generally they do. 
Yet here the parents get an exemption on that account. Then, 
on the other hand, there is a family of four or fi•e children 
under 7. or 8 years of age, who make nothing for their . support, 
and the parents get no greater exemption for those than the 
family does for the grown-up boys who are barely under 21. 

Mr. WILLIAMS. Anybody seeking faults with a tax bill 
can al ways find them. 

1\fr. JONES. It seemed to me that it would be a much more 
equitable arrangement to specify minor children under a certain 
age. In the pension laws we recognize a limitation on minor 
children. 

Mr. GALLINGER. Mr. President, I rose to suggest to the 
Senator that we probably ha•e passed hundreds, certainly 
scores, of private pension bills giving a pension to deformed 
children and children sick from birth, regardless of their age. 

l\fr. JONES .. Yes; that is true, but--
l\1r. GALLING-ER. ·We have passed hundreds of them, and it 

seems to me that if this was made to read "dependent children," 
without any reference to age, it would be better. 

Mr. JONES. I merely make that suggestion. I do not think 
I shall offer any amendment, but it seems to me that that change 
should be mnde. 

l\Ir. WILLIA:MS. I thought if it read "dependent children" 
a great many childr~n might be crowded in, and we had to fix 
some wn y to meet the conditions. 

l\Ir. JO:NES. Why not pro-ride that there shall be so much 
exemption for each child under 16 years of age, like we allow a 
widow in a pension case? 
· ::\Ir. WILLIAMS. ·That would not be just to the girls in the 
family. Frequently there are unmarried girls who can not sup­
port themselYes. The exemption ought to apply to them until 
they are 21. In other words, it ought to apply until the legal 

L--242 

obligation of the parent to support ceases. If the Senator wants 
to find a logical point, the logical point is that the exemption 
shall cease -where the legal obligation to support ceases. 

l\fr. JO~TES. Of course the exemption covers children who 
are capable to care for themsel-res; it becomes more than a mat­
ter of relief to the parent; it becomes a matter of favor. 

l'Hr. WILLIAMS. It is a relief for the parents because of the 
legal obligation. 

The VICE PRESIDENT. The Chair understands that the 
amendment proposed by the Senator from Mississippi is to change 
the final word " or," in line 12, to the word " and," so as to read: 

Shall apply to a widow or a widower with a minor and dependent 
child or children. 

Mr. WILLIAMS. Yes. 
The amendment to the amendment was agreed to. 
Mr. GALLINGER. Does the Senator propose to strike out 

the words "livin,:; with and," at the beginning of line '"i? 
Mr. WILLIA.l\IS. No; I ask to take that back and see what 

we have done. l\ly impression is that it was stricken out. 
l\.!r. GALLINGER. Very well. 
l\Ir. SIMMONS. The committee will examine it. 
l\fr. WILLIA.MS. I do not mean to recommit it, but I wanted 

merely to assure t::.le Senate that I would look into that matter. 
Mr. JONES. I wish to ask Lie Senator another q:1estion. 

The amendment now reads " with a minor and dependent child 
or children." Does that mean that there may b~ an exemption 
on account of one child as a minor and another child over age 
but dependent? 

l\Ir. WILLIAMS. No; it is minor or ·dependent child or 
minor and dependent children. 

Mr. JONE~. What is the significance of the word " depend­
ent" there? I understood the Senator to say a moment ago 
that if the child was a minor of course the parent had :i legal 
obligation to support it. 

l\lr. WILLIAMS. If the Senator will notice above, in line 7, 
he will see the language "linng with and dependent upon." If 
the ·senator had done me the honor to have listened to me, he 
would l:..ave hear<l me say that I thought in caucus or in com­
mittee, one or the other, we had stricken out that language. If 
it was stricken out in the one place, it was stricken out in both. 
l\.!y recollection is that it was stricken out, but if it is to be left 
in. one place of course it i:_ to be left in the other. 

l\Ir. JONES. I heard the Senator make that remark, but do I 
understand now it is to be left in, or is the Senator--

Mr. WILI;IA.MS. I will examine it and find out whether it is 
to be left in and what we did with it. 

Mr. JONES. Is it not the Senator's idea that the word "de­
pendent" was left out? 

l\lr. WILLIAMS. That is my recollection. 
Mr. JONES. Then the Senator will bring the m~tter to the 

attention of the Senate again? 
Mr. WILLIAMS. I will, provided it was left out. 
l\Ir. JONES. But if it is to be left in, the Senator will let it 

go without any suggestion. 
Mr. WILLIAMS. Yes. 
Mr. JONES. I should like to have the Senator bring it to 

the attention of the Senate if he concludes that it is properly 
left in, because I think it ought to be left oat or else we ought 
to understand whether the word "dependent" means something 
more than mere minority. 

.Mr. WILLIA111S. The Senator a moment ago was talking 
about the wrong of the exemption on account of lG or 17 or 18 
year old children who are not dependent. 

Mr. JONES. Certainly. 
_ Mr. WILLIA.MS. And now, if I understand him, he is ob­

jecting to keeping the word "dependent" in the bill. 
Mr. JONES. No; I want to know whether it means some­

thing or not when it is left in the bill, "and I want to know if 
we leave it in whether it means that if the parents have on~ 
minor child and then another child who is not a minor, but is 
dependent on them, they get an exemption for both. 

Mr. WILLI.AMS. Undoubtedly it means that in order to have 
the exemption the child must be a minor and dependent. It 
is left in the bill and it says so. 

Mr. JONES. I do not think that is what it means. I do not 
agree with that construction. I think if the Senator leaves the 
words "minor" . and "dependent" in, it would be construed to 
mean one minor child and one child that was dependent because 
he was--

1\Ir. WILLI.A.MS. It could not possibly be so construed, be­
cause that is not the language. 

Mr. JONES. Does the Senator mean that the minor child 
must be disabled in order to enable the parent to secure an ex­
emption? 

.Mr. WILLLUIS. No; I do not. 
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.Mr. JOJ\'ES. . Then, what does the word "dependent" mean? 
Mr. WILLIAMS. It ineans dependent for support upon the 

taxpayer. 
l\Ir. JONES. Does that mean actually dependent? 
Mr. WILLIAl\fS. In other words, 'vhere the child or children 

are not making their own living. 
Mr. JONES. But suppose a 20-year-old boy is making his 

living but is living with his parents? 
:Mr. WILLI.AJ\IS. Then, if this language means anything at 

an, there will be no exemptions on his account. 
lllr. JO:NES. That is what I want to get at. In other words, 

the word " minority u does not procure the exemption, and the 
parent, in order to get the exemption for a minor child, must 
show that that child is actually dependent on him and is not 
making a lizing for himself? If that is what it means, that is 
what I wanted to understand. 

hlr. WILLIAMS. That is what it says. It says minor and 
dependent child. 

l\Ir. JONES. Yes. I had understood, however, that it was 
the Senator's contention that the fad of minority was the basis 
for the exemption. If the other contention is the understanding 
of the Senator, that is what I wanted to know. · 

. l\Ir. SllfvELY. The Senator from Washington can easily 
conceive of a case wheie there may be a minor child with an 
absolutely independent fortune, in which event the parent 
would not haveo the benefit of the exemption. 

Mr. JO:NES. What I wanted· to understand clearly was 
whether or not that was the intention of the language here. 

The VICE PRESIDENT. The question is on agreeing to 
the amendment reported by the committee, beginning in line 20, 
on page 171. 

The amendment was agreed to. 
T'11e reading of the bill was resumed. 
The next amendment of the Committee on Finance was, 

on page 172,· line 17, before the word "said," to insert "D. 
The " ; in line 18, after the words "income of," to strike 
out " such " and insert " each" ; in the same line, after the 
word " person," to strike out " for the year ending December 
31.. 1913, and for each calendar year thereafter; and on," 
and in lieu thereof to insert " subject thereto, accruing 
during each preceding calendar year ending December 31: 
Provided, however, That for the year ending December 31, 
1913, said tax shall be computed on the net income accru­
ing from March 1 to December 31, 1913, both dates in­
clusive, after deducting five-sixths only of the specific exemp­
tions and deductions herein provided for. On"; on page 173, 
line 9, after the word "having," to strike out "a net" and in­
sert " an " ; and in the same line, after the words "income of,'' 
to strike out "$3,500" and insert "$3,000"; on page 174, line 2, 
a.fter the word "individuals," to insert "Prodded, That a return 
made by one of two or more joint guardians, trustees, executors, 
administrators, a.gents, receivers, and conservators, or other 
persons acting in a fiduciary capacity, filed in the district 
where such person resides, or in the district where the will or 
other instrument under which he acts is recorded, under such 
regulations as the Secretary of the Treasury may prescribe, 
shall be a sufficient compliance with the requirements of this 
paragraph"; in line 15, after the word "annual,'' to insert "or 
periodical " ; and in line 17, after the wo.rd " person," to insert 
"lieduct and withhold from the payment an amount equivalent 
to the normal income tax upon the same and,'' so as to read: 

D. The said tax shall be computed upon the remainder of said net 
income of each person subject thereto, accruing during each preceding 
calendar year ending December 31 : Pt·o1:ided, however, That for the 
year ending December 31, 1913, said tax shall be computed on the net 
income accruing from March 1 to December 31, 1913, both dates in­
clusive, aiter deducting five-sixths only of the specific exemptions and 
dednctions herein provided for. On or before the 1st day of Marchi 
1914, and the 1st day of March in each year tllereafter, a true a.no 
accurate return, under oath or affirmation, shall be made by each 
p~rson of lawful age, except as hereinafter provided. subject to the 
tax imposed by thls section, and ha\iDg an income of $3,000 or over 
for the taxable year, to the collector of internal revenue for the dis­
trict in which such person re ides or bas his principal place of 
business, or, in the case of a person residing in ·a foreign country, in 
the place where bis principal business ls carried on within the United 
States, in such form as the Commissioner of Internnl Revenue, with 
the approval of the Secretary of the Treasury, shall prescribe, setting 
forth . pecifically tbe gross amount of income from all separate solll'ces 
and from the total thereof, deducting tbe aggregate items or expenses 
::tnd allowance herein authorized; guardians, trustees, executors, ad­
ministrators, a~ents, reeei vers, conservators, and all persons, corpora­
tions. or associations acting in any fiduciary capacity, shall make and 
r ender a return of the net income of the person for whom they act, 
subject to this tax, coming into · their cust-Ody or control and manage­
ment, and be subject to all the provisions of tbis section which apply to 
indhriduals: Provided, That a return made by one of two or more joint 
guarcHans, trustees, executors, administrators, agent , receivers, and con­
servators, or other persons acting in a fiduciary capacity. filed in the 

• ilistrict where such person resides, or in the disb:1ct where the will 
or other instrument under which he acts is recorded, under such regu­
li.ttions as the Secretary of the Treasury may prescribe, shall be a 

sufficient compliance with t~e requirements. of this paragraph; and also 
all persons, firms, compames, copartnersh1p., corporations joint-stock 
companies or a~sociations. and insurance companies, except as herein­
after provided, m whatever capacity acting, having the control receipt 
d1~posal, or payme!lt of fixed or determinable annual or periodicai 
gams, profits, and rncome of another person. subject to tnx, shall tn 
behalf of such person deduct and withhold from the payment an 
amount equivalent to the normal income tax upon the same and make 
and render a return, as aforesaid, but separate and distinct, of tbe 
portion of tbe income of each person from which the normal tax has 
been thus with.held, and containing also the name nnd address of such 
person or stating that the name and address or the address, as the 
case may be, are unkno~n. 

The amendment -was agreed to. 
Mr. WILLIAMS. l\ir. President, I want to offer an amend­

ment at this point to cure an oversight in the bill. After Urn 
colon following the word "unknown,'' on page 174 line 24 I 
move to insert the following language : ' ' 

Prnvided, That the provision requiring the normal tax of individuals 
to b~ withheld at the source of the income sbaU not be consh·ued to 
~1qili.f: ~~l. of such tax: to be withheld prior to the date of the pas ·age 

Then, .Mr. President, following that amendment, the proviso 
in line 2-1 should read " Proi;iiled furtlw.1·." 

l\Ir. BORAH. l\Ir. President, as I understand, the Senator 
from l\IississipDi a day or two ago asked that a provision of 
the bill back on page 166 should be recommitted to the com­
mittee for further consideration. 

1\Ir. WILLIAMS. Yes. 
1\Ir. BORAH. I should like to have that portion of the bill 

which deals with the subject of relieving corporations from 
~it.hholding the mon~y due upon bonds to go with that pro­
vision, because they will both ha·rn to be considered together in 
a large measure, as I understand. 

Mr. WILLB..l\IS. I do not see why they should both go 
together. Does the Senator mean the amendment which I have 
just offered? 

M1~. BORAH. No; not this particular mntter; but you have a. 
provision in the bill relieving the payment at the source with 
reference to bonds, have you not? 

Mr. WILLIA.l\.IS. Is the Senator referrinO' to the proYision 
in lines 6 and 7 on page 170? 

0 

1\Ir. BORAH. No; I am not referring to that. I will call the 
Senator's attention to the expre s provision when we reach it. 

l\Ir. WILLIAMJ. Very well; that will probably be better if 
we have not reached it. ' 

Mr. BORAH. I expected to leave the Chamber, but I will re­
main here until it is reached. 

The VICE PRESID~"'T. The question is on the amendment 
proposed by the Senator from Mississippi [l\fr. WILLIAMS]. 

The amendment was agreed to. 
The reading of the bill was resumed. 
The next amendment of the Committee on Finance was in 

section 2, paragraph D, page 174, line 25, after the w'ord "'ex­
ceeding,'' to strika out "$3,500" and insert "$3,000"; on page 
175, line 1, after the word "required,'' to insert "Provided 
further, That any persons carrying on business in pnrtnerRhip 
shall be liable for income tax only in their indi idual capacity, 
and the share of the profits of a partnership to which any tax­
able partner would be entitled if the same we:e divided, whether 
divided or otherwise, shall be returned for taxation and the tax 
paid, under the provisions of this section. and :my such firm, 
when requested by the Coill.Illlss.ioner of Internal Revenue, or 
any distrlct collector, shall forward to him a correct stsi tement 
of such profits and the names of the individuals who would be 
entitled to the same, if distributed " ; in line 12, after the word 
"persons,'' to strike out "liable only" and insert "liable n; in 
line 13, after the word " tax,'' to insert " only " ; in line 18, 
after the word " provided," to strike out the semicolon and the 
words "and the" and insert a period; in the same line, ::ifter 
the word " provided,'' to insert "Any person for whom return 
has been made and the tax paid, or to be paid as aforesni<l, 
shall not be requ'red to make a return unle s uch person has 
other net income, but only one deduction of $3.000 shall be 
made in the c s~ of any such person. The " ; after the word 
"it,'' at the end of line 24, to strike out "and may increase the 
amount of any list or return if he has reason to believe that thlf 
same is understated: Proi;ided, That no such increase shall be 
made except after due notice to such party and upon proof of 
the amount understated; or if the list or return of an:v person 
shall have been incre:i.sed by the collector, such person may b" 
permitted to prove the am-0unt liable to be assessed; but sucfi 
proof shall not te considered as conclu h:'e of the facts, and no 
deductions claimed in such cases shall be made or allowed until 
approved by the collector " and insert " If the collector or 
deputy collector have reason to believe that the arr.ount of any 
income returned is lmderstated, he shall give due notice to the 
person making the return to show cause why the amount of the 
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Tetnm ·lloulcl not be inheasecl, ancl upon proof of the amount 
underst:1tetl mny incre:ise the same accordingly," so as to read: 

Pm1:i!lcil , That in either case above mentioned· no return of income 
not exceedin" $3,000 shall be required: Provided fttrther, That any per­
son carryin~ on busine s in partnership shall be liable for income tax 
only in their indi>idual capacity, and the share of the profits of a 
partner hip to which any taxable partner would be entitled if the same 
were divided whether divided or otherwise, shall be returned for taxa­
tion and th~ tax paid, nuder the provisions of this section, and any 
such firm when requested by the Commissioner of Internal Revenue, or 
any district collector, shall forward to him a correct statement of such 
profits and the names of ~he individuals who would l?e entitled to the 
same, if distributed: Pt·ovided furthe1-, That persons liable for the nor­
mal income tax only, on their own account or ln behalf of another, shall 
not be required to make return of the inc~me derived fro~ dividends 
on the capital stock or from the net earmngs of corporations, joint­
stock companies or associations, and insurance companies taxable upon 
their net income as hereinafter. provided. ADY: person for ~horn return 
has been made and the tax paid. or to be ·paid as aforesaid, shall not 
be required to make a return unless such person bas other net income, 
but only one deduction of $3,000 shall be made rn the case of any such 
person. '.rhe collector or deputy collector shall require every. list to be 
>erified by the oath or affirmation of the party rendering it. If the 
collector or deputy collector have reason to believe that the amount of 
any income returned is understated, be shall give due notice to the 
person making the return to show cause why the amount of the return 
should not be increased, and upon proof . of ~he amo~nt understa!ed 
may increase the same accordingly. If dissatisfied with the decision 
of the collector, such person may submit the case, with all the papers, 
to the Commissioner of Internal Revenue for his decision, and may fur­
nish sworn testimony of witnesses to prove any relevant facts. 

The amendment was agreed to. 
The next amendment was, in section 2, paragraph E, page 

17G, line 20, after the word " made," to im:ert " by the Commis­
sioner of Internal Revenue"; on page 177 .. line 5, before the 
word " pronded," to strike out " abo\e" ; in the same line, 
after the word "for,'' to insert "in this section or by existing 
law," so as to read: 

E. That all assessments shall be made by the Commissioner of Inter­
nal Revenue and all persons shall be notified of the amount for whicll 
they at·e respectively liable on or before the 1st day of June of each 
successive year, and said assessmerits shall be paid on or before the 
30th clay of June, except in cases of refusal or ne,glect to make such 
return and in cases of false or fraudulent returns, in which cases the 
Commissioner of Internal Revenue shall, upon the discovery thereof, at 
any time within three years after said return is due, make a return 
upon information obtained as provided for in this section or by exist­
ing law, and the assessment made by the Commissioner of In~ernal 
Revenue thereon shall be paid by such person or persons immediately 
upon notification of the amount of such assessment; and to any sum 
or sums due and unpaid after the 30th day of June in any year, and 
for 10 da:vs after notice and demand thereof by the collector, there 
shall be added the sum of 5 per cent on the amount of tax unpaid, and 
interest at the rate of 1 per cent per month upon said tax from the 
time the same became due, except from the estates of insane, deceased, 
or insolvent persons. 

The amendment was agreed to. 
The next amendment was, in section 2, paragraph E, page 177, 

line 19, after the word " including,'' to strike out "lessees or " ; 
anfl on page 178, line 2, after the word "exceeding," to strike 
out " $4.000 " and insert " $3,000," so as to read: 

All persons, firms, copartnerships, companies, corporations, joint­
stock companies or associations, and insurance companies, in what­
ever capacity acting, including mortgagors of real or personal property, 
trustees acting in any trust capacity, executors, administrators, agents, 
receivers. conservators, employers, and all officers and employees of the 
United States having the control, receipt, custody, disposal, or payment 
of interest. rent, salaries, wages, premiums, annuities, compensation, 
remuneration, emoluments, or other fixed or determinable annual gains, 
profits, and income of another person, exceeding $3,000 for any taxable 
year, other than dividends on capital stock, or from the net earnings 
of corporations and joint- tock companies or associations subject to like 
tax, who are required to make and render a return in behalf of another. 
::is provided herein, to the collector of his. her, or its district, are hereby 
authorized and required to deduct and withhold from such annual 
gains, profits, and income such sum as will be sufficient to pay the 
normal tax imposed thereon by this section, and shall pay to the officer 
of the United States Government authorized to receive the same; and 
they are each hereby made personally liable for such tax. 

The amendment was agreed to. 
The next amendment was, in section 2, paragraph EJ, page 

178, line 13, after the word "tux," to strike out: 
In all cases where the income tax of a person is withheld and de· 

ducted and paid or to be paid at the source, as aforesaid, such person 
shall not receive the benefit of the exemption of $4,000 allowed herein 
except by an application for refund of the tax unless he shall, not less 
than 30 days prior to the day on which the return of his income is due, 
file with the person who is required to withhold and pay tax for him, 
an affidavit claiming the benefit of such exemption; nor shall any per­
i>on under the foregoing conditions be allowed the benefit of any deduc­
tion providPd for in subsection B of this section unless he shall, not 
Jess than 30 days prior to the day on which the return of his income 
is dnr, file eithei· with the person who is required to withhold and pay 
tax for him a true and correct return of his annual gains, profits, and 
income from all other sonrces, and also the deductions asked for, and 
the showing thus made shall then become a part of the return to be 
made in his behalf by the person required to withhold and pay the 
tax, or such person may likewise make application for deductions to the 
collectvr of the district in which return is made or to be made for him. 

And insert : 
Provided, That landlords are to make their own returns and tenants 

are exempt from the provisions of the foregoing requirement except 
when, in the case of individuals, tTustees, and other noncorporate 
owners, the terms of 1.he lease require the tenant to pay State and 
municipal taxes and assessments against the property, the cost of 

maintenance, repairs,- and insurance, in which case tenants are author­
ized and required to deduct the tax out of the gross rental in the 
manner above prescribed. Where the owner ls a corporation the tenant 
shall not be required in any case to deduct the tax upon the gross 
rental, the corporation itself being required to make the return and 
the statement of the deduction. 

If the person receiving such payment of more than $3,000 per 
annum is also entitled to deductions under the second paragraph of 
subsection B which reduce his aggregate income so as to entitle him 
to exemption from the normal income tax, or reduction of the amount 
subject to the tax, he may receive the benefit of such exemption, or 
reduction, either by filing with the person required to withhold the 
tax and pay it to the Government, not less than 30 days prior to the 
day on which the return of his income is due, an affidavit claiming the 
benefit of such exemption, and a true and correct statement of his 
annual income from all other so..irces, and of the deductions claimed, 
which affidavit and statement shall become a part of the return to be 
made in his behalf by the person required to withhold and pay the 
tax, or by malting the application for the exemption to the collector 
of the district in which return is made or to be made for him, and 
proving to the satisfaction of the collector that he is entitled to the 
same. 

The amendment was agreed to. 
JI.Ir. BORAH. .Mr. President, the next paragraph is tlie one 

to which I referred, which I should like to have passed over 
until the committee reports upon the paragraph on page lGG. 

l\Ir. WILLIAMS. Let the Secretary read it. 
The Secretary read ~s follows: 
Where under the terms of a contract entered into before this act 

takes effect the payment to which the taxable person is entitled is 
required to be made without any deduction by reason of any tax 
imposed. the obligor shall not be compelled to make such deduction or 
withhold the income tax, but shall give notice to the collector of the 
payment made, or to be made, as part of the return which he is . 
required to make, and the said sum shall in that case, for the purposes 
of this act, be computed as a part of the income of the taxable person. 
If the obligor fails to give such notice he shall be personally liable for 
the income tax if the same is not paid by the taxable person. No 
such contract entered . into after this act takes effect shall be valid in 
regard to any Federal income tax imposed upon a person liable to such 
payment : Provided furthe,-, That if such person is a minor or an insane 
person, or is absent from the United States, or is unable owing to 
serious illness to make the return and application above provided for, 
the return and application may be made for him or her by the person 
required to withhold and pay the tax, he making oath under the 
penalties of this act that he has sufficient knowledge of the affairs and 
property of his beneficiary to enable him to make a full and complete 
return for him or her, and that the return and application made by 
him are full and complete. 

Mr. WILLIA.MS. I should like to hea.r what it is that the 
Senator has in mind. 

Mi·. BORAH. What I said was that I should like to have 
that part passed O\er until the committee reports upon the 
provision upon page 166. · 

l\Ir. WILLI.d...:..\IS. Why sbould this go with that? 
l\Ir. BORAH. Of course, the latter part of this has nothing 

to do with that; but there is one 1iew of the matter on page 166 
which I think might have a good deal to do with it. I do not 
know what the report of the committee will be upon it. 

Mr. WILLIAMS. I do not see that one of these things is 
connected with the other. The clause to which the Senator 
refers is one intended to meet the case of contracts where the 
corporation undertakes to pay the tax, like the Steel Trust, 
for example, the Carnegie stock, and all that. 'rhis substan­
tially lea\es the question to be determinable at law. It ex­
empts the corporation from being compelled to make the de­
duction, but makes it giYe notice to the collector of the tax. 
In that case the collector will compute the interest as a part 
of the income of the tax.able person. But it is followed by this: 

If the obliger fails to give such notice, he shall be personally liable 
for the income tax if the same is not paid by the taxable person. 

If a corporation having that sort of a contract wants to 
k~p its contract, all it has to do is to fail to gi\e the notice 
and go ahead and pay the tax; and if there is going to be a 
lawsuit about it, the United States Government wants the tax­
able person-in the illustration I ha\e gi\en, Mr. Carnegie-to 
pay his tax. 

The VICE PRESIDE~T. The question is on agreeing to the 
amendment of the committee. 

1\lr. WILLIAl\IS. I will say thnt I do not think the two 
things are indissolubly tied to one another. If the Senator de­
sires it to go 01er for some reason, of course I am perfectly 
willing that it shall go over; but I am not willing that it shall 
be recommitted. 

:Mr. BORAH. I am not asking that it shall be recommitted. 
Mr. WILLIA.MS. Very well; then the Senator simply wants 

it to go over. In that event it will be passed over; certainly. 
I owe an ar)Ology to the Senator. I misunderstood what he 
wanted. 

The VICEJ PRESIDENT. Let the Chair understand the mat­
ter. Does the amendment go over before it is agreed to, or 
after? 

Mr. BORAH. Before it is agreed to. 
Mr. WILLIAMS. Yes; before it is agreed to. 



3856 co TGRESSIONAL RECORD-SENATE. AUGUST 28; 

1\1r. SDilfONS. Wh-u mny not the amendment be agreed to 
now, with the unrl.erst..'illding tlmt it may be called up aga.in if 
the Senator desires? 
· Mr. BORAH. I ham no objection to that. I simply ma.de the 
suggestion which is usually made here. I ha-re no objection if 
it is to be reconsidered if we -desire to reconsider it. Then let 
it be adopted. 

The amendment w s agreed to. 
The VICE PRESIDE ... ?r. The Secretary will make a note 

lhat the amendment may be reconsidered if desirable. 
· The reading of the bill was resumed. 

The next amendment of the Committee on Finance was, on 
page 181, line 16, after the word " bonds," to strike out the 
comma and insert the word " and " ; in the same -line, after the 
word "mortgages," to insert "or deeds of trust"; in line 17, 
after the word " other," to strike out " indebtedness " and insert 
~' obligations, ' so as to read : 

Prnvidcd further, That the amount of the normal tax bereinbefore 
imposed shull be deducted and withheld from fixed and determinable an­
nual gains, profits, and income derived from interest upon bonds and 
mortgages, or deeds of trust, or other obligations of corporations. 

Mr. GALLINGER. I will call the Senator's attention to the 
:fact that after the word " associations," in line 18, page 181, the 
word " and " should be inserted. It becomes necessary from the 
~act that the language on the next line has been stricken out. 

l\lr. WILLI.AMS. The Senator is right about that. That was 
brought about 1 y striking out the subsequent langunge. 

The VICE PRESIDENT. The amendment will be stated. 
The SECRETARY. On line 18, page 181, before the words "in­

sur::mce companies," it is proposed to insert the word " and." 
The amendment was agreed to. 
The next amendment of the Oommittee on Finance was, on 

page 181, line 19, after the words "insurance companies," to 
strike out ":rnd also of the United States Gm·ernment not now 
exempt from taxation"; in line 22, before the word "subject," 
to strike out " $4..000 " and insert . " $3.000 " ; in line 24, a.fter 
the word " income," to insert " and -paid to the Government"; 
ancl on page 182, line 18, after the word "exceed," to strike 
out " $4,000 " and insert " $3,000," so as to read : 

Joint-stock companies or associations and insurance companies, 
whetber payable annually or at shorter or ionger periods. although 
such interest does not amount to 3,000. subject to the proyisions of 
this sedion requiring the tax to be withheld at the source and de­
ducted from .annual income and paid to the Government; and like­
wise the amount of such tax shall be deducted and withheld from 
coupons, checks, or bills of exchange fo.r or in payment of interest 
upon bonds of foreign countries and upon foreign mortgages or like 
()blil!ations (not payable in the United States). and also from coupons, 
checks, or bills of exchange for or in payment of any dividends upon 
the tock or interest upon the obligations of foreign corporations. 
associations, and insurance compimies engaged in business in foreign 
countries; and the tax in each case shall be withheld and deducted 
for and in behalf of any person subject to the tux hereinbefore im­
posed, althouqh such interest, dividends, or other compensation does 
not exceed $3,000. 

The amendment was aO'reed to. 
The next amendment was, at the top of page 183, to insert: 
All persons, firms, or corporations undertaking as a matter of bnsl-

11es:i or tor profit the collection of forei;m payments ty means of cou­
pons, checks, or bills of exchange shall obtain a license from the Com­
.missioner of Internal Revenue, and shall be subject to such regulations 
enabling the Government to ascertain and verify tbe due withholding 
nnd payment of the income tax required to be withheld and paid us 
the Commissioner of Internal Revenue, with the approval of the Sec­
retnry of the Treasury. shall prescribe; and any person who shall 
undn-take to collect su'.!h payments as aforesaid without having ob­
tained a license ihcrefor. or without complying with such regulations, 
shn.11 be deemed guilty of a misdemeanor and for each offense be fined 
:in a sum not exceeding $5.000. or imprisoned for a term not exceed­
ing one year, or both. in the discretion of the court. 

The amendment was agreed to. 
The reading of the bill was resumed. 
~'he ne:s:t amendment was, on page 183, line 21, after the 

word " return " to stri ·e out " any person for whom return has 
been made and the tax paid, or to be paid us afore8aid. shall 
not be required to make a return unless such person has other 
net incorr1e, but only one deduction of $4,000 shall b.e made in the 
ca e of any such person" and insert " under rules ancl regu1n­
tions prescribed by the Commissioner of Internul IleTenue and 
apprO'rnd by the Secretary of the Treasury." 

Ur. WILLIAMS. 1\fr. President, that ought to be " to be pre­
scribed." I move to amend the amendment by inserting the 
words "to be." 

The VICE PRESIDEl ~T. The amendment to the amendment 
will be stated. 

The SECRETARY. On page 183, line 25, before the word " pre­
scribed," it is proposed to insert "to be." 

The amendment to the amendment was agreed to. 
. The amendment as amended was agreed to. 

The next amendment was, on page 1~4, after line 3, to insert : 
The provisions of this section relating to the deduction and payment 

of the tax at the source of income shall only apply to the normal tax 
bereinbefore imposed upon individuals. 

The amendment was agreed to. 
The next amendment was, in paragraph F, page 184, line 12, 

after the word "penruty," to strike out "not exceedinO' $500" 
and insert "of not less than $20 nor more than $1,000 "?in line 
13, after the word "person," to insert "or any officer' of any 
corporation n; and in line 18, after the word "exceeding" to 
strike out " $1,000 " and in...c::ert " $2,000," so as to make the para­
graph rea.d: 

F. Tbn.t if any person, corporation, joint-stock company association 
or insurance company liable to make the return or pay the tax afore~ 
said shall refuse or neglect to make a return at the tlme or Umes here­
inbefore specified 1n each year, such person shall be liable to a penalty 
of not less than $20 nor more than ::;1,000. Any person or any officer 
of any corporation requJred by law to make, render, sign. or verify 
any r.eturn who makes any false or fraudulent return or statement 
with mtent to defeat or evade the assessment required by this section 
to be made shall be guilty of a misdemeanor, and shall be fined not ex­
ceed1J?g $2,000 or be imprisoned not exceeding one year, or both, at 
the discretion of the court, w1tb the costs of prosecution. 

The amendment was agreed to. 
The next amendment was, in paragraph G, page 185, line 2, 

after the word " organized," to strike out " but " ; in line 4, 
before" ~he word " upon," to insert " then " ; in line 4, after the 
word mcome," to strike out " ar:i.sing or "; and in line 5, after 
the word "accruing,n to strike out "by it," so as to read: 
. G. _(a) That tbe normal tax hereinbefore impo«ed upon .individuals 
hke~1se shall .b~ levied, assessed, and paid annually upon the entire 
net mcome ar1smg or accruinf.f-.ft'om all sources during the preceding 
calendar y~r to every corporation, joint-stock company or association, 
and every msurance company, organized in the United States no matter 
bow cr_eated or organized, not including partnerships ; but if.' organized, 
authorized, or existing under th~ laws of any foreign country, then upon 
the amount of net income accrumg from business transacted and capital 
invested within the United States during such year. 

The amendment was agreed to. 
The reading of the bill was resumed, and the Secretary read · 

to line 11, page 185, as follows : 
Provided, howe1 er, That nothing in this section shall apply to labor 

ngricnltl,lral, or horticultural organizations, or to mutual savings banks 
no~ ~'lVlng. a .capital stock represente~ by shares, or to fraternal bene­
ficiary soCieties, orders, or assoc1at1ons operating under the lodge 
system. 

Mr. WILLIAMS. .Mr. President, on line 11, page 185, after 
the word "system," there ought to be an amendment made to 
carry out the purpose of the bill. It says: 

Fraternal beneficiary societies, orders,_ or associations operatin" under 
the lodge system. "' 

It appears from some information I have recently received 
that the insurance branch of the Masonic fraternity does not 
oper:ite . under the lodge system, although, of course, the fra­
termty itself does. I ask that this part of the proviso may be 
held open for the purpose of an amendment. I have not yet 
bad a chance to consult the committee about it. 

The VICE PRESIDENT. The proviso, beginning on line 7, 
page 185, and going down to line 11, will be pa sed over. 

The reading of the bill was resumed. 
The next amendment was, on page 185, line 19, after the 

word " charitable," to insert " scientific " ; and in line 21 after 
the word "individual," to insert "nor to business leagu~. nor 
to chambers of commerce or boards of trade, not organized for 
profit or no part of the net income of which inures to the 
benefit of the private stockholder or individual; nor to any civic 
league or organization not organized for profit, but operated 
exclusively for the promotion of social welfare," so as to read: 

And providing for the payment of life, sick, accident, and other bene­
fits to the members of such societies. order , or as ociations :ind de­
pendents of such members. nor to domestic building and loan associa­
tions, nor to (!emetery companies, organized and operated excluslrnly 
for the mutual benefit of tbeir members nor to any corporation or 
association organized and operated exclusively for religious, charitnble, 
scientific, or educational purposes, no part of the net income of which 
inures to the benefit of any private stockholder or individual, nor to 
business leagues, nor to chambers of commerce or boards of trade, not 
organized for profit or no part ot tbe net income of which inures to 
the benefit of tbe private stockholder or individual; nor to any civic 
league or organization not organized for profit, but operated exclusively 
for the promotion of social welfare. 

The amendment was agreed to. 
Mr. IDTCIICOCK. l\fr. President, I have an amendment 

which I should like to offer and ha.ve raad nt this point. 
The VICE PRESIDE~. The amendment will be stated; 
The SECTIETARY. After the first paragraph in section G. page 

186, it is proposed to insert the following proviso, to come in 
after the word " \\elfare " in line 2: 

Pl'Ovided, That whenever a corporation, joint-stock company, or ns­
socintlon sha11 produce or sell :innually one-quarter or more of the 
-entire amount of any line of production in tbe nited States open to 
general manufacture or production the rate of tax to be levied, assessed, 

_,.., 



1913. CONGRESSIONAL RECORD-· SENATE. 385l 
nnd paid per annum upon the entire net income of such corporation, 
joint-stock company, or association arising or accruing from all sources 
shall be as follows.: 

.A. If its produdion or sale be one-quarter and less than one-third of 
the total amount of any line of production ,. its annual tax shall be :five 
times the normal tax hereinb.efo.re i:mposed, to wit, 5 per cent. 

ll. If its production or sale be one-third and less than one-half of the 
total amount of :iny line of production, its annual tax. shall be ten times 
the noFm.a.l ta:x hereinbe'fore imposed, to wit, 10 per cent. 

C. If its producti-on or sale be one-half . O'.r more. of the total amount 
of any line of production for the whole country, its annual tax shall b~ 
twenty times the normal tax bereinbefore impo :ed, to wit, 20 per cent 
on its entire net income accruing from all sources. The words "line 
of production " above used shall be construed to mean any particular 
article or any particular commodity. or to mean any· class of articles 
or commodities ordinarily manufactured in conjunction with each other 
from t he sa:me or similar materials ; but no line of production shall 
subject a corporation to any additional tax imposed by this paragraph 
unless said line of production amounts to at least $10,000,000 a year, 
nor shall this additional tax provided for in this paragraph apply to 
corporations, joint-stock companies, or associations employing less than 
$50..000,0-00 capital represented by stock or bonds, o.r both. In the 
levying and colledion of the tax authorized in this paragraph. the 
findings of the Secretary of Commerce as to the annual production and 
sale by corporations, joint-stock companies, or associations shall be 
taken ns prima facie evidence ; and whenever those findings show that 
a corporation, joint-stock company, or association controls one or more 
other co.rporations, joint-stock companies, or associations, directly or 
indirectly, the same line of production of' the subsidiary concern shall 
be added to that of the C'Ontrolling eoncern; and wbenever it appears 
that two or . more corporations, joint-stock companies, or associations: 
have stockholders in common to the extent of 50 per cent in either, 
ench shall pay the rate of tax that would be levied if the two concerns 
were united and their product combined. 

l\Ir. WTLLIAUS. If the Senator from Nebraska wants to be 
heard upon this amendment, as I apprehend is the case--

1\fr. HITCHCOCK. Yes, sir; it is. . 
.M1·. WILLIMIS. It is 6 o'clock now, n.nd I will yield for a 

motion to go into executive session. 

EXECUTIVE SESSION. 

Mr. HITCHCOCK. I move that the Senate proc.eed to the 
consideration of executive business. 

The motion was agreed to, and the Senate proceeded to the 
consideration of executive business. After 8 minutes sperit in 
executive session the doors were reopened, and (at 6 o'clock 
and 10 minutes p. m.) the Senate adjourned until to-morrow, 
Friday, August 29', 1913, at 11 o'clock a. m. 

Nm.IINATIONS. 

B:cec1ttii:e nom.inations recei-vea b1/' the Senate A.1tf]ust 28, 1913. 

AMBASSADOR EXTRAORDIN'.ABY Al\"'D PLENIPOTENTIARY. 

Henry .Morgentha.u, of New York, to be ambassador extraordi­
nary and plenipotentiary of the United States of America to 
Tul'key, "Vice William Woodville Rockhill, resigned. 

COLLECTORS OF CusIOMS. 

Zach IJ. Cobb, of Texas, to be collector of customs for the dis­
tr ict of El Paso . in the State of Texas, in pla.ce of Alfred L. 
Sharpe, resigned. 

Frank R abb, of Texas, to be collector of customs for the dis­
trict of Laredo, in the State of Texas, in place of' ·James J. 
Haynes, re.signed. 

AGE...~'ll ~""ID CONSUL GENERAL. 

Olney Arnold, of Rhode Island, to be agent and consul gen­
eral of the United States of America at Cairo, Egypt, vice Peter 
Augustus Jay. 

POSTMASTERS. 
10\Ya, 

E. R. Ashley, Laporte City. 
Henry F. Eppers, Montrose. 
Anton Huebsch, McGregor. 
Ben Jensen, Onawa. 

NORTH DA.KOT...\. 

Frank Lish, Dickinson. 
V. F. Nelson, Cooperstown. 

El E. Fran~e. Kent. 
James P. Stewart~ N:.les. 

Lon Davis, Sealy. 
W. T~ Hall, La Porte. 

OHIO. 

TEXAS. 

WEST VIRGINIA. 

J. L. Butcher, Holden. 

SENATE. 
FRIDAY, August 29, 1913. 

The Senate met at 11 o'clock a. m. 
Prayer by the Chaplain, Rev. Forrest J. Prettyman, D. D. 
The Secretary proceeded to read the Journal of yesterday's 

proceedings, when, on request of Mr. SIMMONS and by unani­
mous consent. the further reading was dispensed with and the 
Journal was approved . 

GOODS IN BOND •. 

The VIO:E PRESIDENT. The Chair lays before the Senate a 
communication, which will be read. 

The Secretary read as follows: 
TREASURY DJ!lPARTlifu'\"l', 

Washing-too, Auuust 2'"/,, 1913 
The PnESIDENT OF TIIE UNITED STATES SEN.A.TE. 

Srn: I have the honor to acknowledge receipt of a copy of a Senate 
resolution undel' date of the ·21st Instant, requesting, for the use of the 
Senate, certain information relative to goods held without the payment 
of duty in warehouse now and at the same time in the yeu 19-12. 

In reply I have to advise you that sim.Hur information with. respect 
to goods in warehouse A~<>-ust 1. 1912, and August l, 1913, was. for­
warded to you under date of August 21, 1913, in compliance. with a. 
resolution of the· Senate of August 1 1913. 

T.be figures. if compiled on goods in ware.house August 21. would 
probably differ but little from those furnished you comp.uted on goods 
m warehouse under date of August 1, and it would take some time to 
compile them. In view of the matter:r- I have to request to be informed 
whether data similar to that given m my letter of August 21, as of 
.August 1, is desired brought down to August 2L 

Respectfully, 
w. J'. MCADOO, SeeTetary. 

The VICE PRESIDENT. 
table. 

The communication will lie on the 

ENROLLED BILL SIGNED. 

A message from the House of Representatives, by D. K. 
Hempstead, its enrolling clerk, announced that the Speaker of ' 
the House had signed the enrolled bill ( S. 1620} to provide 
for representation of the United States in the Fourteenth Inter­
national Congress on Alcoholism, and for other purposes, and 
it was thereupon signed by the Vice President. 

CALLING OF THE BOLL. 

Mr. KERN. Mr. President. I suggest the absence of a quo· 
rum. 

The VICE PRESIDENT. The Secretary will call the roll. 
The Secretary called the roll,, and the following Sena tors an· 

George W. Buckner, of Indiana, to be minister resident and swered to their names: 
consul general of tlle United States of America to Liberia, vice Ashurst Fletcher Norris 

l\lINisTEB RESJDEJNT A.:Nl> Co:NSUL. GENERAL. 

Fred R. l\Ioore, resigned. Bacon Gallinger Oliver 
Bankhead Hitchcock Page 

Smith, Md. 
Smith, S. C. 
Smoot 
Sterling 
Stone 
Sutherland 
Swanson 
Thomas 
Thompson 
Town.send 
Vardaman 
Walsh 
Warren 
Weeks 
Williams 
Works 

COKFIRMATIONS. 

E.recutii:e nominations confirmed by the Senate August 28, 1913. 

PROMOTIONS AND APPOINTMENTS IN THE NAVY. 

Lieut. George B. Landenberger 'to be a lieutenant commander. 
Liea.t. (Junior Grade) Herndo:l B. Kelly to be a lieutenant. 
Theodore "\V. Johnson to be a pr '"P"'~or of mathematics. 
Carlos V. Cusachs to be a professor· of mathematics. 
Arthur E. Younie to be an assistant smgeon in the A1edical 

Reserve Corps~ 
Walter C. Espach to be an assistant surgeon h the Medical 

Borah Hollis Penrose 
Bradley Hughes Perkins ' 
Brady James Pittman 
Brandegee Johnson Pomerene 
Bristow Jones · Robinson 
Bryan Kenyon Root 
Chamberlain Kern Saulsbury 
Chilton La Follett& Shafroth 
Clapp Lane Sheppard 

1 Clark, Wyu. Lea Sherman 
Colt Lodge Shields 
Crawford Mccumber Shively 
Cummins McLean Simmons 
Dillingham Martin, Va. Smit&. Ariz. 
Fall Martine, N. ;J. Smith, Ga. 

Reserve Cori:;.:o. 
John F. X.. Jones to 

Reserve Corps., 

1 
Mr. McOUMBER. I again ~nnounee the necessary absence 

. of my colleague [Mr. G&ONNA}. 
be an assistant SUl'g.co.n in the. Medical Mr. TOWNSEND. The senior Senator from Michigan [l\!r. 

SMITH] is absent from the city on important busines.s. He is 
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